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EDITORIAL 


As We See It 


We can only hope that the Republican party 
realizes that the sands are running out. Unless 
more effective attention is paid to the important 
issues of the day, it may well be that the election 
campaigns of this autumn will perforce turn on 
such issues as McCarthyism, allegedly neglected 
Communist infiltration, corruption in government 
and the like rather than upon the constructive 
statesmanship on many fronts which the Eisen- 
hower Administration has so often and so em- 
phatically promised the American people. 


Such an outcome would be doubly unfortunate. 
It would reveal with startling clarity a divided 
party wholly unable to deal effectively. with 
serious issues, but it would in addition be another 
political campaign which could hardly produce 
any sort of a mandate for constructive action on 
major questions. We should have a discouraging 
exhibition of a democracy impotent and perhaps 
indifferent to the things which must make or 
break this nation in the decades to come. 


Yet it must be admitted that it is in this direc- 
tion that the situation seems to be headed today. 
In some degree doubtless an impression that such 
is the case is strengthened by the popular inter- 
est in the McCarthy hearings circus. Radio, tele- 
vision and the press have of late been so greatly 
occupied with this sideshow that little room has 
been left for other things. One is often left to 
guess the degree in which the general content of 
the news of the day is governed by the absorp- 
tion of the news gatherers and the news dis- 
tributors with these sensations rather than by 
simple neglect on the part of the authorities of 
the more serious if less dramatic issues, but if 


Continued on page 30 
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Inalienable Rights 
vs. The Union Shop 


By F. G. GURLEY* 
President, Santa Fe System Lines 


Prominent rail executive, after reciting constitutional 
provisions guaranteeing inalienable rights, reveals law 
suit now pending in Texas, and which may soon get 
to Supreme Court, involving compulsory union member- 
ship. Says “it is an obvious infringement on the liberty 
of a man to force him against his will to belong to any 
private organization” and “there is nothing absolute in 
majority rule.” Poinfs out modern labor organizations 
have been favored in recent laws, and, because of the 
rapid growth of unionism, they do not need principle of 
compulsory unionism. 


Tuesday of last week was the 211th anniversary of 
the birth of Thomas Jefferson, the author of our Decla- 
ration of Independence. This Declaration announced a 
political philosophy which, while it had its antecedents 
in England and the European Con- 
tinent and even in the ancient world, 
nevertheless in many ways repre- 
sented a new departure. The sign- 
ers were bold and courageous men, 
and in support of their declaration 
they mutually pledged to each other 
their lives, their fortunes, and their 
sacred honor. 

It is appropriate therefore to pay 
tribute to Jefferson, and to those 
others who signed the Declaration, 
and to record the fact, significant in 
its bearing upon the subject which 
has been under discussion at this 
meeting, that the very first pro- 
nouncement after the opening para- 
Fred G. Gurley graph of the Declaration begins with 
this stirring justification of the momentous step the 
Colonies were taking: 


“We hold these truths to be self-evident, that all men 
are created equal, that they are endowed by their 


Continued on page 28 


*An address by Mr. Gurley before the Spring Meeting of the 
Academy of Political Science, New York City, April 21, 1954. 
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Economic Outlook for 
Subscription Television 


By DR. MILLARD C. FAUGHT* 


Economic Consultant 
Zenith Radio Corporation 


Dr. Faught, in commenting on the outlook for subscrip- 
tion television, discusses the question of its socially 
useful and economically profitable purposes; its char- 
acteristics and operation requirements, and the impact 
if such a TV system becomes commercially available. 
Points out subscription television is not a substitute 
for regular television and it does not require separate 
or additional television channels. Outlines vast poten- 
tials of subscription TV and tells of its probable impact 
on radio, television and moving picture industries. 


I believe I can effectively cover the subject of sub- 
scription television by posing three basic questions and 
answering them as factually and realistically as pos- 

sible. The questions are these: 


(1) What socially useful and eco- 
nomically profitable purpose would 
subscription television serve; i.e., 
what are its economic and market 
potentials? 

(2) What are the characteristics 
and minimum operational require- 
ments which subscription TV must 
have in order to serve these market 
potentials? 


(3) What has to happen before 
such a system will be commercially 
available? 

Obviously, there are many auxili- 
ary questions, but the right answers 
to these three could, in my sincere 
opinion, spill out a whole series of new jackpots for 
television and for a number of related industries. They 
could, for example, create new bonanzas for the motion 


Millard C. Faught 


Continued on page 36 


*An address by Dr. Faught before the New York Society of Se- 
curity Analysts, New York City, April 18, 1954. 
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President. Yorkville Exchange Co., Inc. 
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New York City 


American Telephone & Telegraph Co. 


Our clients are from many 
walks of life, almost all have cer- 
tain likes and dislikes. We like to 
tailor our investment suggestions 
to their needs. 
But under 
present condi- 
tions we like 
to suggest 
only sound, 
conservative 
investment- 
quality stocks, 
not only with 
a past and 
present but 
alsowitha 
future. At this 
moment we 
like to play it 
safe, even if 
to doubt the 
uninterrupted prosperity of our 
American economy and ever con- 
tinuing rise of the Dow-Jones 
averages might well be consid- 
ered political or financial heresy. 
There are a number of people, 
smart or anxious, part lion and 
part mouse, who have lost their 
appetite for Du Pont above 120 
and General Electric near 115 or 
even some of the much touted 
defensive situations in the utility 
group producing only a measly 
yield of slightly more than 4%. 
In the light of receding industrial 
production figures and a continu- 
ously rising stock market it is 
certainly very difficult to make 
the right decisions. Do not let us 
be deceived by the optimistic 
statements of politicians and busi- 
nessmen. One independent com- 
mentator e.g. takes the following 
viewpoint: “The President’s eco- 
nomic advisers are more worried 
than they like to admit over the 
Spring business boom. Reason for 
worry is that the boom hasn't 
been as big as they expected... . 
A flood of high school and college 
graduates will pour into the labor 
market in another month and a 
half. This almost certainly means 
worse unemployment this sum- 
IP es 

We write this little study for 
those who like to be on the safe 
side and still play an active part 
in our great scheme of things. In 
our daily dealings with a great 
many custemers we hear the ar- 
gument that the market is too 
high, that the prices for the best 
dishes on the stock market menu 
are exorbitant and that the best 
policy is to leave well enough 
alone. Such an ostrich-like policy 
is wrong, wrong for the investor 
and wrong for the broker. Savings 
Banks or government bonds pay 
only about 212% and offer no so- 
lution. But peace of mind for the 
investor is an important consid- 
eration. Reasonably good health 
and financial well-being should 
be marching partners. With such 
general thoughts in mind and ap- 
pealing to the conservatively 
minded investor we nominate 
AMERICAN TELEPHONE AND 
TELEGRAPH as “The Security I 
Like Best.” 


Let me state right from the be- 
ginning that American Telephone 
is a growth company, not in the 
financial sense of the word but in 
the technical one. Here we have 
a gigantic enterprise whose busi- 
ness is growing by leaps and 
bounds, conquering from year to 
year new scientific frontiers. Since 
the end of World War II it has 
added more than 19 miillion tele- 
phones and spent more than $9 
billion on new construction with- 
out yet satisfying the demand for 


| 


Aibert H. Deuble 


new phones. Still, the capital 
structure is most conservative: 
only about 40% in debts. There 
is no reason to doubt that the 
company will continue to pay the 
annual dividend of nine dollars 
which has been in effect since 
1921 without interruption. Pay- 
ments have been made since 1881. 
Furthermore valuable rights can 
be expected from time to time. 
In this way, the distribution 
reached about $12 last year, giv- 
ing a total yield of about 7%. 
The technical growth is most 
interesting. Only a few days ago 
it was announced that the scien- 
tists of the Bell Laboratories have 
invented a battery that converts 
sunlight into usable electric cur- 
rent. This is just one of the many 
things on which the Bell scien- 
tists are working. The company 
(through Western Electric) is also 
a big supplier of our armed 
forces. “Nike,” the first anti-air- 
craft guided missile system is now 
in production. This remarkable 
weapon is designed to locate and 
destroy hostile bombers which by 
height, speed and evasive tactics 
might escape conventional weap- 
ons. In 1953 the Western Electric 
Company had sales of $440 mil- 
lion to the Defense De- 
partment of the government 
which were by far the highest 
since World War II. Another note- 
worthy defense project was the 
construction for the Air Force of 


us 


Their 


American Telepix 
Co. Alexar 
President, York 
Co., Inc., N. Y¥. ¢ 

Allied Mills, Inc.—Ed 
son, Manager, Rese 
Haligarten & Co.,, 
City. (Page 2) 


the first experimental uni! 
“Distant Early Warning Lii 
radar stations on the Nori 
shores of Alaska and Canada, « 
1,200 miles from the North Pc 

These are just a few of tic 
many samples of the continued 
technical growth of the company. 
Financial growth is lacking. This 
is inherent in this type of busi- 
ness. But the close supervision of 
the rate structure by the different 
states also guarantees the com- 
pany a fair livelihood under any 
circumstances. This “Rock of 
Gibraltar” should even withstand 
another dose of inflation. 

The market prospects for Amer- 
ican Telephone look excellent un- 
dér any conditions. The quality 


-of the stock is of the highest, the 


dividend is assured and the in- 
vestment demand is steadily grow- 
ing so that a yield of 5% (which 
would bring the stock to 180) 
would be fully justified. Several 
times in the past the stock has 
sold on a 5% basis. There is no 
reason why this should not hap- 
pen again. Eventually there might 
even be split-up. In the light of 
these considerations we like 
“Telephone,” listed on the New 
York Stock Exchange. 


EDWARD S. WILSON 
Manager, Research Department, Hallgarten & Co.. New York City 
Member New York Stock Exchange and American Stock Exchange 


Allied Mills, Inc. 


In my opinion, the common 
stock of Allied Mills, Inc., cur- 
rently selling at about 30, offers 
the investor an attractive package 
combining in- 
teresting ap-' 
preciation 
possibilities, 
a yield of close 
to 7%, proven 
defensive 
characteris- 
tics, a simple 
capitalization 
with no 
funded debt 
or preferred 
stock, anda 
strong finan- 
cial position. 
Moreover, 
earnings, 
which had been affected severely 
by a weakened price structure 
over the past two years. took a 
decisive turn for the better in the 
December quarter and this im- 
provement is continuing. Over the 
longer term, the animal feed in- 
dustry, although little known to 
investors, has shown a _ steady 
growth due to recognition by 
farmers of the very tangible ben- 
efits of scientific feeding, a rising 
per capita consumption of meat, 
poultry and eggs, and an ever- 
increasing human population. Al- 
lied Mills is the only company, 
with stock listed on the New York 
Stock Exchange, the principal en- 
deavor of which is the manufac- 
turing of livestock feeds. 

Although there are approxi- 
mately 6,000 feed mills operating 
in the United States, a consider- 
able portion of this business is 
done by a small group of com- 
panies. Ralston Purina Co. is the 
largest in the field. Following 
Ralston Purina is qa group which 
includes: Allied Mills, Inc.; Co- 
operative G.L.F. Exchange, Inc.: 
Cooperative Mills, Inc.; Eastern 
States Farmers Exchange, Inc.; 
General Mills Co.; McMillen Feed 
Mills; Nutrena Mills; Pillsbury 
Mills Co.; and Quaker Oats Co. 
Since the war, the branded feed 


Edward S. Wiison 


incustry has shown a substantial 
growth, increasing its snare of all 
livestock and poultry feed, ex- 
clusive of roughage and pasture, 
from 22.4% in 1947 to 25.7% in 
1949, 26.2% in 1951, 27% in 1952, 
and 30% in 1953. 

Allied Mills holds an important 
position in the production of 
poultry and hoz feeds. It is espe- 
cially noteworthy that the indus- 
try’s tonnage production of poul- 
try and hog feeds reported above- 
average increases in the 1946-1953 
period. In fact, poultry feed has 
shown a rise over the previous 
year in each of the past seven 
years. 

What are the important reasons 
for the substantial rise in branded 
feed production since the war? In 
my opinion, there are three: 

(1) Growing recognition by 
farmers of the very tangible ben- 
efits of scientific feeding. 

(2) A rising per capita con- 
sumption of meat, poultry, eggs 
and milk, reflecting both an im- 
proving standard of living for the 
mass of neople and a switch away 
from starchy foods. 

(3) The tremendous rise in the 
birth rate which, combined with 
greater longevity due to medical 
advances, has resulted in a con- 
sistent rise in the total population. 

Allied Mills was incorporated in 
1929 as a holding and operating 
company toacquire the entire capi- 
tal stock of the American Milling 
Co., originally organized in 1909, 
and the McMillen Co., established 
in 1917. Common dividends have 
been paid in every year since 1935. 
Branded feed, which accounts for 
the greater part of the company’s 
sales, is sold under the trade name 
of Wayne. Poultry feed is by far 
the most important product, fol- 
lowed by hog feed, dairy and cat- 
tle feed and dog food and otter 
specialty livestock feeds. The 
company also processes soybeans 
to produce soybean meal, which 
is the principal source of vegeta- 
ble proteins for its own livestock 
feeds, and soybean oil, sold large- 


Continued on page 35 
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The Bullish Implications 
Of Investors’ Skepticism 


By JACQUES COE 
Senior Partner of Jacques Coe & Co. 
Members New York Stock Exchange 


Mr. Coe contends that in contrast to public enthusiasm cus- 
tomarily accompanying periods of speculative excesses, today 


there is a tremendous “mental short position,” 
the rampant recession atmosphere. 


stemming from 
Maintains actually there 


are no danger signals indicating over-speculation anywhere 
along the bull-market road. Predicts main bedy of stocks still 


has some distance to go, with 


secondary stocks taking hold, 


and blue chips resting. 


There seems to be widespread 
astonishment that the short in- 
terest figures published recently 
were larger than the previous 
month, but 
any Wall 
Street veteran 
knows this 
phenomenon 
is not unusual. 
It is almost 
axiomatic that 
during the 
first half of a 
bull market, 
there are so 
many  disbe- 
lievers that 
the short in- 
terest builds 
up substan- 
tially. This 
manifestation 


Jacques Coe 


of “fighting the 
rise” is one of the best indications 
that, broadly speaking, the rise 
should continue for some time to 
come. 

There have been occasional and 
unusual times in the stock mar- 
ket when everybody, including 
the porter and the taxi driver, 
were speculating up to their ears 
~—when brokers’ loans were up in 
the stratosphere, and where there 
was a market vulnerability which 
needed but a whisper to start the 
ball rolling down hill. 

Today, in the writer’s opinion, 
we have exactly the opposite sit- 
uation. There has been created 
what one might describe as a tre- 
mendous “mental short position” 
in the market. That is to say, so 
many people want to be long of 
securities, but they have not been 
able to rationalize the recent 
market strength, especially while 
the country was supposed to be 
in the midst of a business reces- 
sion. 

These people not only have not 
bought—but in fact have liqui- 
dated many of their holdings and 


now are “sold out” bulls. Even- 
tually when the business news 
gets better and begins to catch 


ip to the improved security price 
level, there will be a_ public 
scramble. To put it bluntly, these 
serious thinkers who live only in 
the past and present, should be- 
come reconciled to the fact that 
time, tide and the Stock Market 
wait for no man! 

There are two. schools of 
thought as to how the Nation’s 
economy should be managed. 
Planners in the Democratic Ad- 
ministration strongly were in- 
clined to follow the path of heavy 


governmental expenditures. In 
this way (they figured) the 
masses would increase their pur- 


chasing power and in logica)] se- 





quence bring about nation wide 
prosperity. Investment and risk 
capital does not believe in this 
kind of artificial prosperity. 

The policy of the present money 
managers is more fundamental. 
They reason that one should begin 
by relieving industry from oner- 
ous taxes. They also subscribe to 
the policy of more generous de- 
pletion and depreciation exemp- 
tions so that the profit motive 
once again becomes the dominant 
factor. Once industry has its con- 
fidence restored, a natural se- 
quence is full employment for the 
workingmen. Both approaches 
attempt to achieve the same re- 
sult. One works from the top 
down and the other from the bot- 
tom up. It does not need any 
genius to determine that the latter 
method is the sound one. 


One could liken the first 
method to that of a doctor who 
administers sedatives and opiates 
to a critically ill patient, hoping 
to deaden the pain and tempor- 
arily make him feel better. The 
throwback from this nostrum can 
be fatal. The second method is 
to work down to the focal point 
of the infection, operate if nec- 
essary, eliminate the harmful, 
disturbing elements and make the 
patient sound and well once again. 


The Return of Confidence 


Investment and risk capital had 
little confidence in the Roosevelt- 
Truman economic blueprints for 
reasons which it is unnecessary to 
rehash. Now things are different. 
There is prevalent among the 
managers of important reserviors 
of capital genuine confidence that 
this capitai will get a square deal, 


and that business will continue 
to move out oi government con- 
trol and back to private enter- 
prise. 

The fundamental reason why 
there has been no fear of a busi- 
ness depression among the money 
managers or risk capital is be- 


cause they have every confidence 
in the Administration’s power — 
the wherewithal—and more im- 
portant, the knOw how with which 
to prevent any serious backslid- 
ing. The chances are that rela- 
tively few, if any, emergency 
moves will be made in the direc- 
tion of forced stimulation to our 
economy. In time, the natural 
necessity of the pipelines to be 
filled, will bring with it a salu- 
tary resumption of increased busi- 
ness activity. 


No Overspeculation 
Strangely enough notwith- 
Continued on page 35 
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Borg-Warner—Corporation of Parts 


By IRA U. 


COBLEIGH 


Enterprise Economist 


A transmission of some current views on this distinguished 
and dynamic manufacturer of automotive and aviation parts, 
and household appliances. 


There’s a lot of over-drive in 
Borg-Warner. This renowned com- 
pany racked up, for 1953, its best 
year in history. A broad manu- 

facturing pro- 

gram, top- 
flight re- 
search, judi- 

cious but im- 

pressive plant 

expansion, 
and aggressive 
salesmanship 
rocketed gross 
sales to $407 
million (up 

15% from 

1952) and cre- 

ated almost 

$24 million of 
net, equal to 
$9.77 per share 
This, mind you, 


Ira U. Cobleigh 


on the common. 
after dishing out to Uncle Sam 
around $2 in that now defunct 
and ever-unpopular debit, E. P. T. 
While it has been the custom, 
among most analysts, to classify 
auto parts manufacturers as 
cyclical corporations, due to their 
heavy dependence on motor car 
output, Borg-Warner has so broad- 
ened its output and fields of en- 
deavor, as to reduce substantially 
this traditional cyclical factor. Al- 
though automotive products ac- 
cownted for some 58% of sales, 
aviation products were 10.25%, 
farm equipment components 7%, 
and home appliances around 12% 
(balance, miscellaneous). 


In the automotive section we 
have all noticed how shiftless the 
American driving public has be- 
come! More and more the new 
models, even of the lowest priced 
makes, are featuring automatic 
transmissions, and this trend is 
right down Borg-Warner’s alley 
(gasoline alley, perhaps?). For 
years B-W has made clutches, and 
gear shift units—among the best 
in the business—and it has also 
pioneered in the automatic trans- 
mission field. General Motors 
makes its own, but for other 
makers, B-W produces totally al- 
most half of the automatic drive 
units. It has contracts with Ford 
(for roughly one-half of its re- 
quirements), Studebaker, and 
Hudson, and is completing a new 
plant in Decatur, Ill., which can 
deliver 1,000 transmissions a day; 
and will step up over-all produc- 
tion capacity for these units by 
60%. 

B-W is an exclusive manufac- 
turer of over-drives, a device for 
smoother performance at high 
speeds, and for greater economy. 
In 1952, 15% of all cars manufac- 
tured were over-drive equipped. 


Other less heralded, but even 
more essential automotive items 
delivered by B-W would include 
gears, timing chains, propeller 
shafts, differentials, pumps and 
carburetors. Primarily B-W is a 
supplier of original equipment, 
rather than parts for replacement. 

The Norge Division delivers 
such household appliances as re- 
frigerators, ranges, washers, dry- 
ers, water heaters, gas and elec- 
tric ranges. The whole appliance 
industry was in a down-trend in 
1953; and Norge dipped with the 
rest. The 1954 outlook, however, 
is much improved by virtue of a 
reorganization of selling, the for- 
mation (late last year) of B-W 
Acceptance Corp. to finance dealer 
inventories, and the introduction, 
last December, of a new freezer- 
refrigerator unit with separate 
doors to each compartment. Janu- 
ary 1954 sales for Norge showed 
an important improvement over 
1953. 


Continuing to stress the theme 
of prowess and progress in new 
lines, a new division, Hydraline 
Products, was created in 1953 to 
develop and merchandise air con- 
ditioners providing, from the same 
unit, hot water heating in winter, 
and cold water cooking in sum- 
mer. Air conditioning, country- 
wide, is increasing fabulously, 
and this new water technique may 
open up dramatic new areas of 
profitability. Another division, In- 
gersoll Products, is experimenting 
with a switch-heating furnace able 
to burn either oil or gas. Some of 
our big electric power generating 
stations already have similar con- 
version burners. 


The most recent pioneering at 
B-W involves entry into the plas- 
tic field. At Gary, Indiana, a sub- 
sidiary, the Marbon Corp., is pro- 
ducing a thermoplastic resin with 
unusual resistance to heat and 
wear. It’s called “cycolac,” and, 
for openers, it’s being worked in- 
to golf clubs and radio cabinets. 
When established, however, it 
should have dozens of uses; in 
pipes, because it can be heated to 
400° before melting, and in many 
unit parts for autos, aircraft and 
appliances. They're trying out the 
golf club right now and it’s so 
tough even a duffer can’t louse up 
its driving face. Maybe it will 
usher in the day of a plastic par 
for the week-end clubman! 

Well, this piece wasn’t intended 
to rival the catalog of ships found 
in the Iliad, so let’s move on from 
product patter and gaze for a mo- 
ment on some equally impressive, 
and to share buyers, perhaps more 
interesting, financial forward mo- 
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tion which B-W has been able to 
generate through the years. Borg- 
Warner was formed in 1928 and 
has demonstrated its essential eco- 
nomic soundness by paying a 
dividend every year since. Dur- 
ing this 25-year stretch, roughly 
52% of net has been distributed 
in cash dividends, a fact explain- 
ing with great clarity the manner 
in which the company has been 
able to finance luxuriant growth 
and expansion, without recourse 
to debt. There was, in 1946, a $20 
million offering of 3%% pre- 
ferred, $4 million of. which has 
been retired by sinking fund. If 
you care for preferreds, this is 
about as good an industrial one as 
you'll find—it sells at 96 to yield 
3.65%. 


We were talking about expan- 
sion from undistributed earnings. 
This has been extensive—$14 mil- 
lion in 1952 and $12.6 million in 
1953. In a joint statement recent- 
ly, Mr. C. S. Davis, Chairman, 
and Mr. Roy C. Ingersoll, Presi- 
dent, fairly exuded optimism, both 
about general business conditions, 
and the outlook for Borg-Warner 
in particular when they an- 
nounced an expenditure, for 1954, 
of a whacking $20 million on 
plant and equipment. Depression- 
mooded business cyclists, please 
note! 


There are outstanding and listed 
on the NYSE, 2,396,289 B-W com- 
mon shares. This total is a result 
of a 2-1 stock split in 1937. The 
shares, since 1945, have ranged 
from 36 to 86 and at the present 
quote of 82% affords a yield of 
6% on the indicated $5 dividend 
($4 regular and $1 extra). 


For a number of years B-W has 
been able to average a profit mar- 
gin above 16% on sales, and it 
has consistently offered a balance 
sheet revealing magnificient sol- 
vency. The 1953 year-end showed 
total assets of $260 million, of 
which $80 million was in such 
sturdy items as cash, U. S. and 
Canadian bonds. Earned surplus 
stood at 137% million. Should 
business recede further, B-W ap- 
pears far better equipped defen- 
sively than most in its trade. 


There is every indication that 
1954 will be a less favorable one 
for automobile manufacture than 
1953, which saw 6.1 million cars 
roll off the assembly lines. On 
this projection, involving perhaps 
a 15% deeline in units produced, 
many suppliers of original parts 
expect a somewhat lower sales 
volume; and competition and pos- 
sible price concessions may be- 
come more acute. Against this 
trend, Borg-Warner would seem 
to have certain offsets because of 
the steadily increasing percentage 
of new cars with power auto- 
matically transmitted, and the ex- 
panding popularity of over-drive, 
a B-W exclusive. On the record, 
Borg-Warner has proved its abil- 
ity to manufacture, sell, and earn 
profits at virtually every stage in 
a quite cyclical industry. 


As a matter of fact, while B-W 
would appear to be one of the 
most desirable in its field, the 
searching investor here, may find 
some excellent yields, and equities 
of considerable merit among such 
others as Electric Auto-Lite, Tim- 
ken Roller Bearing, Clark Equip- 
ment, Electric Storage Battery and 
Rockwell Spring and Axle. An 
average yield of well above 6% 
is, even at present Dow Jones 
altitudes, available in this denart- 
ment of the market. But for those 
willing to settle for but one rep- 
resentative, Borg-Warner is the 
corporation of parts, to which 
many security savants would give 
top billing. 


L. S. Smith Opens 


(Special to Tur Financia CHRronicie) 
FRESNO, Calif.—Loren S. Smith 
has opened offices in the Rowell 
Building to conduct an investment 
business. Mr. Smith was previ- 

ously with Dean Witter & Co. 


. - Thursday, April 29, 1954 


No Depression in Sight 


By HARLOW H. CURTICE* 
President of General Moters Corporation 


Reiterating his confidence in continued prosperity, teading 
auto executive recites factors in first quarter of 1954 which 
indicate maintenance of present level of business activity, and 
which promises better outleokfor the months ahead. Fore- 


casts another good year for the automobile: industry and for 
business im general. 


Last Jan. 19th at a luncheon for 
business leaders in New York 
City, I made certain forecasts. A 
month ago, I reaffirmed them. By 
com parison 
with many 
other fore- 
casts,they 
were consid- 
ered optimis- 
tic—and prob- 
ably they still 
are. 

Within the 
last two 
weeks, here in 
Chicago you 
have been ex- 
posed to a lot 
of pessimistic 
talk. Such 
talk has little 
support from what actually hap- 
pened in the first quarter of 1954. 
Let’s look at the facts. 

While unemployment is_re- 
ported to have reached 3,725,000 
in the month of March, this is 
only slightly higher than the total 
reported for the previous month— 
so slight, in fact, that most people 
are inclined to the viewpoint that 
the rise in unemployment has 
been halted and that it will level 
off and perhaps decline in the 
months ahead. 

As I have said before, too little 
attention is given to the current 
level of employment, which is re- 
ported to be in excess of 60 mil- 
lion, exclusive of personnel in the 
armed forces. This compares with 
61 million a year ago and 57% 
million in 1950 when things were 
also considered booming. While 
current employment is not at a 
record level, it is at the best level 
ever attained at this time of year 
with the exception of 1953. 

What are some of the other fac- 
tors that contributed to the over- 
all health of the economy in the 
first quarter? 

First of all, consumer savings 
and liquid assets are at record 
highs. Consumer disposable in- 
come has been running higher 
than a year ago. Consumer spend- 
ing is being maintained at a very 
high level, and recent excise tax 
cuts should be a further stimulant. 

Goods now are being consumed 
at a faster rate than they are 
being produced. In other words, 
inventories, where excessive, are 
being brought into line with the 
current level of retail business. 
Investment expenditures are being 
maintained at a high level com- 
parable to 1953. According to a 
recent Department of Commerce 
survey of business’ intentions, 
contemplated outlays for plant 
and equipment in 1954 are ex- 
pected to equal actual expendi- 
tures in 1953. 

Total construction expenditures 
in the first quarter reached record 
figures. Most significant was the 
fact that the new high of $7.300 
billion, was achieved despite a 
drop in spending by government 
agencies. 

Industrial and commercial con- 
struction was up about 7% com- 
pared to the first quarter of 1953, 
public utility construction up 9%, 
while private residential build- 
ing was slightly higher than a 
year ago. 

The prospects for a continued 
high level of construction expend- 
itures are good. Housing starts re- 
main high, while non-residential 
construction awards for the first 
quarter were up substantially 
from 1953. 

The gross national product 


Harlow H. Curtice 


in 


Chi- 
Chi- 


*Remarks by Mr. Curtice at the 
cago Motorama Press Conference, 
cago, IIL, April 22, 1954. 


the first quarter held to a rate 
very near last year’s all-time high 
level, despite a substantial decline 
in defense spending.. This in- 
dicates that the nation is read- 
justing from a part-war to a peace 
economy on a very sound, orderly 
basis. Consumers have failed té be 
‘disturbed by all the gloomy fore- 
casts about the economic outlook. 
While the experts have been argu- 
ing whether we are in a depres-— 
sion, recession, readjustment or 
what have you, consumers have 
been cheerfully treating the pres— 
ent for what it is—a period of 
unusual. prosperity. They have 
never been so well off. Nor would 
they keep on spending as freely 
as they have been if they expected 
incomes or prices to drop substan- 
tially. 

The first quarter showing did 
not surprise me. The biggest single 
factor in the whole economic pic- 
ture is the automobile and related 
industries. Activity in the auto— 
mobile industry, both with respect 
to factory sales and retail de- 
liveries, is pretty well in line with 
the forecast which I made lIast 
January. In other words, the 
domestic market is absorbing pas- 
senger cars and trucks at an an- 
nual rate in the-afea of 6,300,000 
units. 


General Motors Results 


While we have not completed 
our report on the first quarter 
activities of General Motors, I can 
give you a glimpse of the results. 

General Motors’ business in the 
first quarter was good. 


Our average employment was 
574 thousand—30 thousand higher 
than for the first quarter of 1963 
and an all-time record for the 
period. 


Our payrolls for the first quar- 
ter reached a total of $656 million, 
including $23 million in overtime 
premiums. 


Unit production of passenger 
cars and trucks in our United 
States and Canadian plants totaled 
877 thousand. Production of pas- 
senger cars in United States plants 
alone was 706 thousand units. This 
represented the highest first 
quarter passenger car production 
in the history of General Motors. 
It was 2% higher than the pre- 
vious record set in 1953. 


Retail deliveries by our dealers 
in the first quarter were 95% of 
the high level of retail deliveries 
attained in the same period of 
1953 — and this despite the fact 
that three of our divisions did not 
announce their new models until 
late in January and were not in 
full production of all lines and 
models until the quarter was well 
underway. Currently, retail de- 
liveries of passenger cars are run- 
ning ahead of last year. 

Our sales in dollars for all com- 
mercial and defense products in 
the quarter ended March 31, 1954, 
reached a total of $2.410 millions. 
This compares with $2.547 mil- 
lions for the first quarter of 1953, 
and is in line with my forecast 
of last January 19 — which, you 
may recall, was that “General 
Motors’ volume of sales in physi- 
cal and dollar terms in 1954 
should not be far from the high 
level attained in 1953.” 


To sum up, I would like to re- 
peat what I have said before. This 
will be another good year for the 
automobile industry and for busi- 
ness in general. No depression is 
in my vision. On the contrary, I 
believe that business generally 
will still further improve as the 
year progresses. 
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g The Steel Production 
Electric Output 
Carloadings 
Retail Trade 
State of Trade Commodity Price Index 
Food Price Index 
Auto Production 
and Industry Business Failures 

A moderately lower trend was noted in total volume of in- 
dustrial production in the period ended on Wednesday of last 
week. Output held about 10% under the level of a year ago, but 
the industrial picture varied from area to area, it was reported. 

Increasing evidence that new orders are on the rise was re- 
vealed by the National Association of Purchasing Agents. It dis- 
closed that for the second straight month more companies in 
April noted gains in bookings and production than reported de- 
clines. 

The employment picture for the week shows that total unem- 
ployment compensation claims increased for the week and initial 
claims rose 32% above those of the preceding week. Compared 
with a year ago they were 85% higher and more than cancelled 
the smaller number of continued claims which declined 1% from 
the previous week. 

It was further reported that some of the increase in initial 
claims could be accounted for by administrative changes in un- 
employment procedures made by four states in earlier April. 
Curtailed unemployment was most noticeable in apparel, shoe and 
textile industries. 

The steelmaking scrap market continued to kick up its heels 
this week for the sixth week in a row, states “The Iron Age,” 
national metalworking weekly. Increases raised this magazine’s 
steel scrap composite price 50c a ton to $26.17 per gross ton, it 
notes. 

The steel market looks a bit stronger this week, but it still 
does not fully reflect the bullishness in scrap. This is not sur- 
prising, as scrap price increases should be partially discounted 
as adjustments within that industry. They are not directly or 
totally related to present and future demand for steel, it asserts. 

While the steel market is very spotty, and the ingot rate is 
holding steady, the tone of the market is stronger this week. 
Warehouse demand, which had been flat on its back, has picked 
up noticeably. This is especially true of larger warehouses and 
chains, it further comments. 

A check on warehouse sales shows only mild improvement 
in customers’ demand at this retail] level. The pickup is attribut- 
able partly to progress in inventory correction and partly to desire 
of distributors not to let stocks get too low during a period of 
steel wage contract bargaining. 

Mild strike-hedge buying has also been detected in some steel 
consuming industries including automotive. This is not yet an 
important factor in the market. But by next month it might be, 
states this trade authority. ° 

Mill inventories of semi-finished steel are in good shape. At 
least one mill actually pushed up its operating rate to rebuild its 
inventory of semi-finished after going through a long inventory 
reduction period. 

A surprising portion of mill sales in the past month has been 
based on meeting delivery promises of 30 days or less. Many 
deliveries have actually been promised and made within two or 
three weeks. Demands for quick delivery are growing rather 
than diminishing and steel buyers remain very cautious, continues 
this trade publication. 

A series of price reductions was touched off in the Detroit 
market last Friday when one producer there lowered prices on 
all its products by $1 a ton. Other Detroit steelmakers quickly 
matched these reductions, and out-of-area companies began ab- 
sorbing $1 a ton more freight in order to sell in that area. The 
price action in the Detroit area is local and is not likely to spread 
to other areas. The producer that first lowered prices still charges 
$3 a ton more than producers in Pittsburgh and Chicago for most 
of the products it makes, concludes this trade weekly. 

Domestic automotive production climbed 5% in the week 
ended April 24, to a 34-week high of 146,177 units, “Ward’s Auto- 
motive Reports” stated. 
The week’s United States car and truck output was 5° over 
the preceding week's 139,624 and the highest since week ended 
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Germany—Then and Now 


By A. WILFRED MAY 
Mr. May shows how after First World War, following devalua- 


tion and inflation, operation of 


the Dawes Plan ended in dis- 


astrous deflation, unemployment, depression, and default. Lists 


_ salutary effects of West’s contrasting attitude toward Germany 
after Second World War, manifested in abstention from heavy 


reparations demands, in granting of capital loans on long-term 
basis, and permission to follow free economic policies. Cites 
stimulation from foreign aid. Lists some accompanying nega- 
tive factors, as lack of capital market, dollar gap, and vulner- 


ability of exports. Concludes 


Germany has fair chance of 


standing on her own feet and meeting her foreign obligations. 


BERLIN, Germany — To what 
extent has the revival of the Ger- 
man economy between 1948 and 
1953 been on a sounder basis than 
the recovery 
of 1923 to 
1930? 

What dif- 
ference in the 
status of her 
external 
bonds, then 
and now? 

First, let us 
recapture the 
salient ele- 
ments in the 
earlier situa- 
tion. 

The im- 
mense de- 
mands for 
reparations which were imposed 
on Germany after the first World 
War, and which Germany had to 
meet largely in dollars, caused the 
German Government immediately 
after that War to be obliged cur- 
rently to buy sterling and dollars 
against delivery of its marks. Ac- 
cordingly, as Germany had to buy 
dollars currently against marks 
without foreigners being  pre- 
pared to buy German goods to a 
like extent against dollars, the 
reparations burden was bound to 
lead to devaluation of the Ger- 
man currency. This devaluation 
was made all the greater when, as 
the mark became _ increasingly 
valueless, German residents also 
wished to put their money into 
dollars. 


A. Wilfred May 


The Catastrophic Impact of 
Reparations 


This led to the catastrophic 
post-World War One _ inflation. 
The vicious circle was not ended 
until the mark had been con- 
verted in the ratio of one trillion 
to one; and until the reparations 
payments had been first complete- 
ly suspended and then reorganized 
under the Dawes Plan. 

The most important point in the 
Dawes Plan was the arrangement 
that, while Germany had to pro- 


duce reparation payments in its 
domestic currency, the Reichs- 
mark, the exchange of these 


Reichsmarks into dollars was to be 
effected by the Agent General for 
Reparations Payments only in 
such measure as surpluses had 
arisen on the current balance of 
payments. 

The policy of deflation that fol- 
lowed did in fact produce large 
balance of payments surpluses. 
Within a short time confidence in 
the German currency was so great 
that even private banks in other 
countries employed their funds 
in Germany, particularly because 
of the much higher interest rates. 
This influx of short-term foreign 
credits gave rise to further offer- 
ing of foreign currencies. Thus the 
Agent General currently re- 
corded substantial surpluses on 
the balance of payments, and w2s 
able, in the manner laid down, to 
transfer considerable sums in dis- 
charge of the reparations liabili- 
ties. 


But these were not genuine 
discharges of liability. In this 
1923-1930 period the German 
Government paid the reparation 
debts, not through the natural 
transfer of goods, but only with 
the foreign currencies which 
private banks in other countries 





had lent to German banks, firms, 
local authorities and others. 


Three Fundamental Dangers 


This process entailed three basic 
dangers: 

(1) The greater the deflationary 
pressure, the greater were the 
balance of payments surpluses, 
and, as the Agent General sup- 
posed, the greater was the ability 
of Germany to pay reparations. In 
reality deflation meant unem- 
ployment. The Dawes Plan in fact 
contained the fundamental fault 
that Germany had to pay more 
reparations in proportion to the 
country’s increase in deflation 
and unemployment, 

(2) The German banks, for their 
part, of course re-lent the deposits 
which reached them from abroad. 
They were able to call back these 
loans in every individual case. 
But when all the foreign monies 
were suddenly withdrawn, they 
had to call back all such loans at 
once, which was in practice ob- 
viously impossible. 

(3) Even if the German com- 
mercial banks had collected what 
they had lent, the German Reichs- 
bank could not have provided 
them with enough foreign ex- 
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change to transfer the currency 
abroad. 


Impact of U. S. Depression 


All these dangers were already 
known in Germany in 1929. 
Nevertheless Germany could not 
escape her fate and, immediately 
recession started in the United 
States, she suffered all of these 
unpleasant contingencies. The 
foreign funds were withdrawn; 
many German banks had to close 
their doors; the Reichsbank had 
to ration its stocks of foreign ex- 
change; and the compulsion to 
achieve balance of payments sur- 
pluses in order to pay reparations, 
that is to follow a deflationary 
policy, increased unemployment. 

The ultimate result at that 
earlier period was that Germany 
had 6.3 million unemployed; and 
leading people there saw no way 
out except to entrust the conduct 
of policy to a “strong cabinet.’ 
That is how the “presidial cabi- 
net” of the “National Front” was 
presented to President Hinden- 
burg in the well-known events of 
early 1933. It was headed by Adolf 
Hitler as the leader of the radical 
party which had become the 
strongest party in the period of 
unemployment. 


a 


The Contrast After World 
War Two 


Thanks to the far-sighted pol- 
icy of the Western powers, there 
have been no such reparation de- 
mands since the second world 
war. The capital lent to the Ger- 
mans has been granted on a long- 
term basis. The balance of pay- 
ments surpluses which they are 
achieving are based on “genuine” 
surpluses on trade in goods, serv- 
ices and the like. Germany is at 
liberty to follow such course of 
economic policy as it deems right 
for avoiding unemployment, and 
even feels abie to resist for some 


Continued on page 40 








DeFOREST HULBURD 
HULBURD JOHNSTON 
GUSTAF M. BENSON 


HULBURD, WARREN & CHANDLER 


MEMBERS NEW YORK STOCK EXCHANGE 


Announce the dissolution of their firm on April 30th, 1954 


SAMUEL J. SMITH 
FRANK J. YOUNG 
FRED J. THATCHER 





Hulburd and 


the following Cities will 





WISCONSIN—Madison 





« Vlembers , (oes M, 


' CHICAGY LONDON 


We are pleased to announce that 
Hulburd 
Limited Partners in our firm as of the close of 
business on April 30th, 1954. 
, Messrs. Gustaf M. Benson and Samuel J. Smith | 
will become associated with our firm in Chicago 
and will continue to manage the former branch 
offices of Hulburd, Warren and Chandler. Vir. 
Frank J. Young will continue in his supervisory ca- 
pacity on the Floor of the Chicago Board of Trade. 
The offices of Hulburd, Warren & Chandler in 


MICHIGAN — 
Battle Creek, Bay City, Flint, Grand Rapids, Kalamazoo 


ILLINOIS—Dixon & Kankakee 


| tathnestock © Ceo. | 


j Establshed IAN 


| and othe» leading (ae 


65 BROADWAY, NEW YORK 6, N. Y. 





DeForest 


Johnston will become 


become our offices: 


INDIANA—kKentland 
OHIO—Toledo 





vh <a ch Cavhange 


haage 


PHILADELPHIA CARACAS | 


PARIS (Foreign Kepresentativ« 
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In Attendance at IBA Investment Banking Seminars 


PARTICIPANTS IN SECOND YEAR PROGRAM | 


investment Bankers Association Holds 
2nd Session of Inv. Banking Institute 


CHICAGO, Ill.—One hundred ninety representatives 
of Investment Bankers Association member firms at- 
tended the second annual session of the Institute of In- 
vestment Banking held at the University of Pennsyl- 
vania during the week of April 12, according to T. Jer- 
rold Bryce, Clark, Dodge & Co., New York, President. 
Investment Bankers Association of America. 

The Institute offers a three-year executive develop- 
nent program for partners and officers of IBA member 
firms, and other personnel being trained for positions 
of increasing responsibility. It is sponsored by the Edu- 
cation Committee of the Association in cooperation with 
the Wharton School of Finance and Commerce 

W. Carroll Mead, Mead, Miller & Co., Baltimore. is 
Chairman of the IBA Education Committee and Chair- 
nan of the Institute Planning Committee 

The project is an outgrowth of the highly successfu] 
Investment Banking Seminars held in Philadelphia in 
1951 and 1952 under the leadership of Norman Smith. 
Merrill Lynch. Pierce, Fenner & Beane, New York. who 
was at that time Chairman of the IBA Education Com- 
mittes The Seminars provided a one-week refreshe 
course for seasoned personnel. The response by the in- 
dustry to the two-year Seminar experiment was most 
favorable and led to the establishment of the institute 
in the Spring of 1953 to provide a permanent and mor: 


extensive training program for the securities 


business 

Two programs were 
riculum for those just en 
second-vear curriculun 
session. In the 


offered in 1954, the first year cur- 
roliing in the Institute. and a 
for those who attended the 1952 
Spring of 1955, the Institute will 


oie 


first year, second year and third year programs for the 
first time. 

With the inauguration of the three-year Institute pro- 
gram, enrollments for this training course have in- 
creased markedly: 

1951 Seminar 106 
1952 Seminar 101 
1953 Institute 143 
1954 Institute 190 


*First year course 112; second year course 78. 


Registrants are quartered in the Penn-Sherwood Hotel 
and attend a series of integrated classes on the Univer- 
sity campus one week each spring for three consecutive 
years. Upon completion of the three-year program, a 
Certificate of Merit is awarded in recognition of special- 
ized training in the investment banking business. 

Significant topics on the 1954 program included 


First Year Program 
tecruiting and Selecting Personnel: Sales 
Methods. 
Public Relations: Advertising: Available IBA Tools to 
Increase Business: Selling Techniques 
Management Control of Securities 
Discussion 

Trends in Over-the-Counter 
Securities Markets. 

Tools of Economic Analysis: Determinants of the Level 
of Business Activity; Economic Stabilization 

Mutual Funds—Advantages and Problems 


Training 


] 


Firms 4 Panel 


Markets: New 


Forces in 


Second Year Program 
Institutional Investment Practices: Commercial Ba 

Life Insurance Companies, 

Mutual Fur 


ks 
Fire and Casualty Companies 
is and Pension Funds 


Legal, Regulatory and Legislative Problems: Self- 
Regulation, Federal Regulation and Legal Problems. 

Investment Banking Operational Problems: Under- 
writing: Syndicate Techniques; Trading: Public Offer- 
ing of Stock in a Privately Owned Company—A case 
study. 

3anking System and the Money Market; Government 
and Interest Rates; Interest Rate Determinants and Pro- 
jections. 

Combined First and Second Year 

Off-Street Parking Bonds: Toll Road Bonds. 

The Natural Gas Industry; Whither Electronics 

Current Economic Problems—Growth Stocks in the 
1951-54 Market; Economic Outlook. 

It is the aim of the Institute to familiarize the regis- 
trants with current developments and problems affecting 
the Investment Banking business, to develop leadership 
and foster efficiency in all phases of investment house 
operations. Authoritative speakers and discussion lead- 
ers drawn from the securities field and from business, 
government and educational circles, presented signifi- 
cant topics of current interest. The Institute ajso pro- 
vides an excellent opportunity for meeting investment 
people from all sections of the country 

In 1955. the third year course will be 
first time. It is presently contemplated 
year program will include the following subjects 

The Influence cf Ta 

Trends in Corporate Financial 

The Changing Role of Investment 

Investment Policies of V: 

eign Investment 

Factors in Investment A 
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Current Economic Problems 
The Economic Outlicok 
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Some Aspects of 
The Bu 


By HARRY 


siness Situation 


A. BULLIS 


Chairman of the Beard, General Mills, Inc. 


Prominent industrialist reviews 


both favorable and unfavor- 


able aspects of the current business situation, and concludes, 


theugh the gradual transition from high war-time expenditures 


to lower government spending 


orderly fashion and is proof of 


is being accomplished in an 
the underlying stability of the 


economy, no one can say when the decline in business will 
have run its course. 


We have had talk of “recession” 
for some time. Perhaps the best 
way to dispel the concern that 
people do have is to make a quick 
review of how 
well we are 
producing in 
the United 
States at this 
time and how 
much of this 
production we 
are consum- 
ing. Then we 
can attempt to 
ascertain the 
reason for the 
three and one- 
third per cent 
recession we 
have had. 





Harry A. Bullis 


Unfavorable Aspects 


Let us start out by looking at 
some of the unfavorable aspects 
of the current business situation. 
There are about 3,600,000 unem- 
ployed. Production of goods is less 
than a year ago. Railroad car load- 
ings are off. Inventories, particu- 
larly in retail lines, continue to be 


high. Selling has become very 
competitive. 
Favorable Aspects 
However, there are also defi- 
nitely favorable aspects in the 
general picture. For one thing, 
there has been no reduction in 


consumer expenditures. Consump- 
tion is running ahead of produc- 
tion and inventories are being re- 
duced. 

Steel is a good example. Since 
consumer purchases and total con- 
struction in the United States have 
not declined from last year’s lev- 
els, we can assume that products 
are being fabricated of steel at a 
rate as high as a year ago. In 
other words, the consumption of 
steel apparently has not declined 
greatly but steel production is re- 
ported to be only about 67% of 
capacity. The excess of consump- 
tion over production comes out cf 
stocks and inventories. 

The same situation prevails with 
respect to other vroducts. We had 
high inventories and, as the goods 
moved into consumption. we failed 
to buy and to put back into in- 
ventories as much goods as we 
used. The result was a temporary 
drop in out»out and, as a conse- 
quence, we have the current re- 
cession and the moderate increase 
in unemployment. 

Since there has been no decline 
in the total flow of goods into 
consumption and the total amount 
of construction of houses and new 
plant and equinvment is being 
maintained. production rates will 
have to move u” again as soon as 
inventories have been reduced 

Personal income is running at 
an annual rate which is above 
last year by $2 or $3 billion, but 


there has been a tendeney for in- 
dividuals to renay existing debt 
before they undertake new ob- 


ligations. 

The steady rise in the construc- 
tion of new homes in the face of 
the business downturn is encour- 
aging. The 2~ount of new houses 


reached 1.180.000 in February, the 
highest ficure in the past 12 
months. About 2s of our dwelling 
units are now over 20 years old. 
Half of them are over 30 vers 
old. Therefore the demand for 
new homes has a sound founda- 
tion. 


Another encouraging sign of 
business improvement comes from 
the automobile industry. The 
March output of 524,000 cars was 
the largest of any month since 
OCetober. The industry has sched- 
uled second auarter production at 
a vate 7% higher than for the 
first three months of this year. 
In fact, the automobile industry 
is today producing cars and trucks 
at the rate of 642 million per year. 
The output for the calendar year 
1954 will probably be in the 
neighbcrhood of 6 million cars 
and trucks. Thus, despite the re- 
cession, this may be the third best 
year the automobile industry has 
ever had. 

Plans of industry for new plants 
and equipment are only 4% below 
1953 levels. Construction of fac- 
tories and public utility plants 
has not declined, and the purchase 
of equipment for factories and 
plants continues at a high level. 
Local government spending for 
schools, highways, and other proj- 
ects is expected to be about $2 
billion greater than last year. 


Total production in the United 
States (Gross National Produc- 
tion) was at an all-time high rate 
of $372 billion in the second quar- 
ter of 1953. In the first quarter 
of this year it was $359 billion. 
This is a decline of 3.3%, which 
can be compared with the decline 
of 444% we had in Gross National 
Production in the recession of 
1949. At that time we had an un- 
employment peak of 4,700,000. 


Purchases by consumers have 
held un very well. There has been 
a slight decline in retail sales 
which was offset by larger pur- 
chases of services. 


Decrease in Business Inventories 


Business inventories declined $3 
billion curing the fourth quarter 
of 1953. The trend has continued 
for the first quarter of 1954. 

It is quite evident that we are 
taking goods out of warehouses 
and moving them into the stream 
of consumption which is con- 
tinuing at a high rate. Part of 
this comes about through working 
off stocks of raw materials which 


will not be needed for war con- 
tracts, and part of it is in con- 
cumer goods where inventories 


have accumulated too heavily. 


Decline in Defense Expenditures 

It is probable that the reduction 
in contracts for military goods and 
equipment has been a primary 
cause of unemployment, which is 
the unescavable price we have to 
pay for reducing our cefense out- 
lays. In the second quarter of 
1953, annual expenditures for de- 
fense and war goods were running 
at an annual rate of $53 billion. 
it would appear that such expen- 
ditures will be reduced to about 
$45 billion by June of this year. 
This reduction of about $8 billion 


will be almost offset by concur- 
rent recuctions in taxes. We now 
have some $7.3 billion of tax re- 
ductions. Almost 2 of that 
amount will benefit individuals 
and the remeinder will benefit 


This is the result of 
reductions in personal income 
taxes and excise taxes, together 
with the elimination of the excess 
profits tax on corvorations. Thus 
it will be seen that the reductions 
in taxes will leave more money 
with consumers and companies, 
which should permit the entire 


corporations 
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economy to purchase goods and 
services in an amount sufficient 


to offset the reduction in pur- 
chases for war and defense pur- 
poses. 

Credit to Consumers 


As another encouragement to 
consumers, the Administration has 
created favorable credit conditions 
to finance the purchase of con- 
sumer durable goods, such as 
automobiles and electric refriger- 
ators, as well as to purchase new 
homes. In a country such as ours, 
which can produce at high levels, 
it is necessary that production be 
adequately financed. Also, it is 
just as desirable and beneficial 
that we finance the sales of. du- 
rable goods. In other words; the 
financing of consumption adds to 
the welfare of the country just as 
truly as does the financing of 
production. 


Although consumer credits are 
large, they are a factor in en- 
couraging people to save. This 
is true, because bankers are pru- 
dent in granting credits and the 
period of time is generally con- 
siderably less than the life of the 
asset on which they lend. Con- 
sequently borrowers are actually 
saving the amounts which they 
pay on goods which they own and 
their debts are paid uv before the 
assets are used up or worn out. 


Foreign Trade 
Another important item is our 
foreign trade and investment. 
Purchases made by countries over- 


seas have been very well main- 
tained, and we are now buying 
goods from abroad in amounts 
which approximately balance 
their purchases from us. We have 
continued to make certain grants 
to other countries. This has per- 
mitted some of the countries, par- 
ticularly those of Western Europe, 
to increase their reserves of gold 
and dollars so their financial con- 
dition has improved. 


In this connection, President 
Eisenhower has made certain rec- 
ommendations for the reduction 
of tariffs and the extension of 
trade agreements, as well as the 
simplification of customs admin- 
istration and procedures. While 
the problem of tariffs is import- 
ant, it is also important that we 
eliminate the red tape which in- 
terferes with our trade with other 
countries. We need export mar- 
kets for our surplus products and 
we also need the raw materials 
which come from abroad. While 
we must concentrate on continu- 
ing to build a sound economy at 
home, we also want our allies and 
friends overseas to build strong 
economies. 


Government Purchases 


Government still continues to 
take a large proportion of our na- 
tional production. Total govern- 
ment purchases of goods and serv- 
ices are running at the rate of 
about $86 billion annually. The 
purchases of the Federal Govern- 
ment are about $60 billion. Of this 
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amount, about $52 billion is for 
national security and defense and 
$8 billion is expended for other 
types of goods and services. 

Spending by state and local 
governments is at a rate of about 
$26 billion annually. 

The expenditures of our na- 
tional government for purposes 
other than national security and 
defense are rising slightly, .princi- 
pally because of farm price sup- 
ports. State and local govern- 
ments are increasing their ex- 
penditures, a large part of which 
go for schools, highways, and im- 
proved municipal equipment. The 
financing of super highways and 
toll roads shows a total of ap- 
proximately $114 billion. 


Population 

Another great force is the rap- 
idly growing population. It will 
increase greatly the total demand 
on our economy. Particularly our 
expanding population will enlarge 
the total demand for food and, as 
incomes rise, make for a better 
diet of superior quality. ‘ 


Conclusion 

No one can say when the de- 
cline in business will have run 
its course. Recently one steel 
company Republic Steel) reported 
that its bookings were at the 
lowest point last October; how- 
ever, they have been gaining 
somewhat recently. This, together 
Continued on page 46 
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HALLGARTEN & CO. 





BALL, BURGE & KRAUS 
H. HENTZ & CO. 


BAKER, WEEKS & CO. 


F.S. SMITHERS & CO. 
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This announcement is 


The Pro spectus may be obtained in anv State in 


igned and he) 


LADENBURG, THALMANN & CO. 


|| BAXTER, WILLIAMS & CO. 


SHEARGON, HAMMILL & CO. 
NEW YORK HANSEATIC CORPORATION 


ARTHURS, LESTRANGE & CO. 


not an offer to sell or a solicitation of 
The offering is made only by the Prospectus. 


$50,000,000 


The Columbia Gas System, Inc. 


34%% Subordinated Debentures Due 1964 


(Convertible on and after January 1, 1955, and to and including December 31, 
1958, unless previously redeemed, only 


$25 
$2: 


The Subordinated Debentures are convertible into Common Stock of the 
Company at $1314 per share. The conversion price is subject to adjust- 


ment under certain conditions. 


Rights evidenced by Subscription Warrants to subscribe for these Subor- 
dinated Debentures, at a subscription price of 100, of the principal 
amount, are being issued by the Company to holders of 1ts Common Stock 
of record April 21, 1954, which rights expire at 3:30 P.M., kastern Day- 


light Saving Time, on May 10, 1954 


The several Underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed Subordinated Debentures and, both during 
and following the subscription period, may offer Subordinated De bentures 


as set forth in the Prospectus. 


hich this 


acalers as may lacwfpuiy offes Lhe se 


HALSEY, STUART & CO. Inc. 


INCOMPORATED 


HORNBLOWER & WEEKS 


SCHOELLKOPF, HUTTON & POMEROY, INC. 


STROUD & COMPANY 
INCORPORATED 
IRA HAUPT & CO. 

HIRSCH & CO. 

AUCHINC 
WILLIAM BLAIR & COMPANY 
Ww 
STERN BROTHERS & CO. 


J.C. BRADFORD & CO 


an offer 


000,000 being convertible in 1955) 


announcement ts circulated from only . 


A. G. BECKER & CO. 


SWISS AMERICAN CORPORATICN 


to buy these securities. 





Due May 10, 1964 


M¢ h 


Mies in ch State. 


(Ch? 


COFFIN & GUAR 
L. F. ROTHSCHILD & CO. 
GREGORY & SON 
INCORPORATED 
TUCKER, ANTHONY & CO. 
HAYDEN, STONE & CO. 
E. F. HUTTON & COMPAI'!Y 
LOSS, PARKER & REDPATH 
COOLEY & COMPANY | 


M.E. POLLOCK & CO., INC. 


THE OHIO COMPANY 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 
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National Aluminate Corp.—Memorandum—Blunt Ellis & Sim- 





Area Resources—Booklet describing resources of Utah, Idaho, 
Wyoming and Colorado—Dept. K, Utah Power & Light Co., 
Box 899, Salt Lake City 10, Utah. 

Antomation—Discussion—Ross, Knowles & Co., Ltd., 330 Bay 
Street, Toronto 1, Ont., Canada. Also in the same bulletin is 
an analysis of the Textile Industry. 

Investment Opportunities in Japan—Circular—Yamaichi Secu- 
rities Co., Ltd., 111 Broadway, New York 7, N. Y. 

Life Insurance Company Stocks—Brochure of data on 11 se- 
lected companies—The First Boston Corp., 100 Broadway, 
New York 5. N. Y. Also available is a bulletin of comparative 
figures at March 31, 1954 of New York City Bank Stocks. 

New York City Bank Stocks—Comparison and analysis for first 
quarter of 1954—Laird, Bissell & Meeds, 120 Broadway, New 
York 5, N. Y. 

Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, N. Y. 


Pulp Industry in Japan—Analysis in current issue of Nomura’s 
Investors Beacon—Nomura Securities Co., Ltd., 61 Broadway, 
New York 6, N. Y. Also in the same issue are analyses of 
the Electric Wire and Cable Industry and Spinning Industry 
and discussions of Investment Trusts in Japanese Economy 
and current foreign trade. 

Stock Price Levels—On the Tokyo Stock Exchange—In current 
issue of Weekly Stock Bulletin—The Nikko Securities Co., 
Ltd., 4, 1-chome, Marunouchi, Chiyoda-ku, Tokyo, Japan. 

~ . * a 

Aluminium Limited—Analysis—Sutro Bros. & Co., 120 Broad- 

way, New York 5, N. Y. 


American Marietta Co.—Memorandum—A. C. Allyn & Co., 122 
South La Salle Street, Chicago 3, Ill. Also available is a 
memorandum on Sundstrand Machine Tool Co. 


American Marietta Company — Study — New York Hanseatic 
Corporation, 120 Broadway, New York 5, N. Y. Also avail- 
able is an analysis of Central Indiana Gas. 


Atomic Instrument Company—Analysis—Amott, Baker & Co., 
Inc., 150 Broadway, New York 38, N. Y. 

Baltimore & Ohio Railroad Company—Bulletin (No. 161)— 
Smith, Barney & Co., 14 Wall Street, New York 5, N. Y. Also 
available is a discussion (Bulletin No. 160) of 1953 Railroad 
Margins of Safety, and memoranda on Amerada Petroleum, 
Sunbeam Corp., Texas Pacific Land Trust and Weyerhaeuser 
Timber Co. 

Braniff Airways—Analysis—Ferris & Co., First National Bank 
Building, Dallas 1, Texas. 


Central Indiana Gas Company—Bulletin—Link, Gorman, Peck 
& Co., 208 South La Salle Street, Chicago 4, Il. 


Central Maine Power Co. — Analysis — Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 


Cobalt Chemicals Limited — Information — McCoy & Willard, 
30 Federal Street, Boston 10, Mass. 


Columbia Gas System—Card memorandum—Burnham & Com- 
pany, 15 Broad Street, New York 5, N. Y. 


I ‘rchild Camera aad Instrument Corp.—Analysis—$2 per copy 
John H. Lewis & Co., 63 Wall Street, New York 5. N. Y. 

Gardner-Denver Company—Bulletin — Gartley & Associates, 
In. 68 William Street, New York 5, N. Y. Also available is 
a bulletin on Affiliated Gas Equipment, Inc. 

General Beverages, Inc.—Analysis—Aetna Securities Corp., 111 
Broadway, New York 6. N. Y. Also available is a memoran- 
dum on Automatic Firing Corp. 

Hore Amprovement Financing Corporation—Analysis—George 
A. Searight, 115 Broadway, New York 6. N. Y. 

Hugo Stinnes—Circular—Oppenheimer & Co., 25 Broad Street 
New York 4, N. Y. 


Hlinos« Central Railroad—Memorandum—Shearson, Hammill 
& Co., 14 Wall Street, New York 5, N. Y. 


International Nickel—Data—-Bache & Co., 36 Wall Street, New 
York 5, N. Y. Also in the same bulletin are data on The 
Gamewell Co. and Royal Dutch Petroleum. 


Jones & Laughlin Steel Corp.—Memorandum—Herzfeld & 
Stern, 30 Broad Street, New York 4, N. Y. 


mons, 208 South La Salle Street, Chicago 4, Il. 
National Steel Corporation — Annual report—National Steel 


Co1 p., 


Grant Building, Pittsburgh, Pa. 


New Britain Machine Company—Analysis—H. Hentz & Co., 
60 Beaver Street, New York 4, N. Y. 


New England Lime Co.—Analysis—Dayton Haigney & Co., Inc. 


75 Federal Street, Boston 10, 


Mass. 


Petroleum Service Incorporated—Analysis—Garrett and Com- 
pany, Fidelity Union Life Building, Dallas 1, Tex. 

Remington Arms Co.—Memorandum—Jones, Kreeger & Hewitt, 
1625 Eye Street, Washington 6, D. C. 

Revere Copper & Brass—Analysis—Cohu & Co., 1 Wall Street, 


New York 5, N. Y. 


Riverside Cement Company—Analysis—Ask for report T-31— 
Lerner & Co., 10 Post Office Square, Boston 9, Mass. 


Royal 


Dutch Petroleum Company—Analysis—Loewi 
225 East Mason Street, Milwaukee 2, Wis. 


& Co., 


Southern Railway Company—Analysis—Stanley Heller & Co., 
30 Pine Street, New York 5, N. Y. 

Sylvania Electric Products— Brief analysis—Thomson & McKin- 
non, 11 Wall Street, New York 5, N. Y. Also available in the 
same bulletin are brief analyses of Publicker Industries, Ash- 
land Oil & Refining, National Gypsum, Public Service Elec- 
tric & Gas and Clinton Foods, Inc. 

Texas Eastern Transmission Corp.—Memorandum—G. A. Sax- 
ton & Co., 70 Pine Street, New York 5, N. Y. 


Vitro Corporation of America 


52 Wall Street, New York 5, N. Y. 


Blyth Go. Celebrates 40 Years of Business 


hy. 


Anzlysis—Vickers Brothers, 
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last 40 years. To me these results 
should be a proper basis for sat- 
isfaction and continued confi- 
dence. Certainly those with the 
firm who have been responsible 
for the record have learned much. 
Armed with greater knowledge 
and, I hope, wisdom, I believe we 
can face the future optimisti- 
cally.” 





COMING 
EVENTS 


In Investment Field 





Apr. 29, 1954 (New York City) 


Association of Customers Brcek- 
ers anniversary dinner at the 
Hotel Roosevelt. 


Apr. 29-30, 1954 (St. Louis, Me.) 


St. Louis Municipal Dealers 
Group annual outing. 


Apr. 30-May 2, 1954 (Pasadena, 
Calif.) 

Pasadena Bond Club annual 
outing and Golf Tournament at 
Thunderbird Country Club, Palm 
Springs, Calif. 


May 5, 1954 (Minneapolis - St 
Paul, Minn.) 

Minnesota Group of Investment 
Bankers Association of America 
meeting with the officers and di- 
rectors of the Ottertail Power 
Company in the Gold Room, Ra- 
disson Hotel, Minneapolis. 


.May 7, 1954 (New York City) 


--Seeurity Traders Association-6t ” 


_~New 


York annual dinner at te 


- Waldorf-Astoria. 


kf 


as 


Charles R. Blyth, President (center), George C. Leib (left) and 
Roy L. Shurtleff (right), Vice-Presidents, three founders of Blyth 
& Co., Inc., nationwide investment banking concern are shown 
as members of the firm gathered to celebrate the firm’s 40th anni- 


versary. 


SAN FRANCISCO, Calif.—The 
nationwide investment banking 
firm of Blyth & Co., Inc., this 
week celebrates its 40th anniver- 
sary. Representatives from ail 
offices attended an anniversary 
party at Pebble Beach. 

Three of the founders of Blyth 
& Co., Inc. who started the busi- 
ness in San Francisco on April 18, 
1914, are still active in its man- 
agement: Charles R. Blyth, Presi- 
dent and Roy L. Shurtleff, Vice- 
President, who make their head- 
quarters in San Francisco, and 
George C. Leib, Vice-President, 
who makes his headquarters in 
New York. 

Starting in San Francisco, the 
firm later opened an office in 
Los Angeles in January, 1916. In 
1919 the firm broke all precedent 
by expanding from west to east 
and established a New York of- 
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fice. In subsequent expansion the 
firm established offices in Seat- 
tle, Washington; Portland, Ore- 
gon; Chicago, Illinois; Philadel- 
phia, Pa.; Boston, Mass. and other 
important financial centers 
throughout the country. From a 
small beginning the firm has 
grown until today it has offices 
in 23 cities throughout the United 
States. 

Charles R. Blyth in his anni- 
versary message to the staff 
stated: “Investment banking is a 
product, as it is a necessity, of 
20th century civilization and has 
certainly developed extensively 
and usefully in the United States. 

“Money is the lifeblood of mod- 
ern society and enormous sums 
are required to finance the con- 
tinued expansion of our national 
economy. This capital must be 
supplied in large part by invest- 
ment bankers, since the amount 
available through banks, insur- 
ance companies and other regular 
lending agencies is insufficient to 
fill the aggregate need. The role 
of the investment banker is a 
vital one. 

“What the years ahead will 
bring, no one can foretell exactly. 
But if it be true that the image 
of the future may be discerned 
in the past, it would seem safe to 
say that investment banking, in a 
free economy, will be as impor- 
tant in the future as it is today. 

“Blyth & Co.. Inc., has played 
a privileged part in the field of 
investment banking during the 


May 9-11, 1954 (Dallas, Pex.) --- 
Texas Group Investment Bank- 


os Association 19th Annual Meet- 
ine. 


May 12-14, 1954 (Boston, Mass.) 


Board of Governors of Associa~ 
tion of Stock Exchange Firms 
meeting. 


May 14, 1954 (Baltimore, Md.) 
Baltimore Security Traders As— 
sociation 19th annual summer out- 


ing at the Country Club of Mary- 
land. 


May 14, 1954 (Pittsburgh, Pa.) 


Bond Club of Pittsburgh outing 
at Rolling Rock Country Club, 
Ligonier, Pa. 


May 16-20, 1954 (Chicago, IIL) 

National Federation of Finan— 
cial Analysts Societies Conven— 
tion at the Palmer House. 


May 21-23, 1954 (Fresno, Calif.) 

Security Traders Association of 
Los Angeles-San Francisco Secu- 
rity Traders Association joint 
Spring Outing at the Hacienda- 
Fresno. 


May 21, 1954 (New York, N. Y.) 


Toppers annual outing at the 
Montclair Golf Club. 


June 4, 1954 (Chicago, Il.) 
Bond Club of Chicago 4lst an- 


nual field day at the Knollwoed 
Club, Lake Forest, Lil. 


June 4, 1954 (New York City) 

Bond Club of New York 30th 
annual field day at the Sleepy 
Hollow Country Club, Scarbor- 
ough, N. Y. 


June 8, 1954 (Detroit, Mich.) 

Bond Club of Detroit summer 
party at the Grosse Ile Golf and 
Country Club. 


June 9-12, 1954 (Canada) 


Investment Dealers’ Association 
of Canada Annual Convention ab 
Jasper Park Lodge. 


June 11, 1954 (Los Angeles, Calif.) 


Bond Club of Los Argzeles an- 
nual field day at tb Wilshire 
Country Club. 
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Growth Trends in U.S. Economy 


By JOSEPH P. 


SPANG, JR.* 


President, The Gillette Company 


Mr. Spang enumerates and describes social and economic 
changes which are likely to expand our economy. Among these 
are: (1) population increase, (2) high employment; (3) high 
standard of living; (4) large capital outlays; and (5) widened 


industrial 

Great changes are rapidly tak- 
ing place in the United States 
today. These changes are power- 
ful forces that will greatly ex- 
pPand our 
ecomomy, 
increase over- 
all business 
activity and 
upgrade the 
standard of 
living for 
everybody in 
the country. 
The long-term 
outlook for 
the United 
States — and 
by this I mean 
the years from 
1960 to 1975— 
holds out- 
standing opportunities for all of 
us here today. It is very possible, 
for example, that by 1960 alone 
our national standard of living 
might well be about one-third 
higher than in 1953. 

Here are some of the changes 
taking place: 

Our Population Is Showing Ex- 
traordinary Growth.—From 1947 
through 1953, a period of seven 
years, we had over 3.5 million 
births a year in this country, and 
last year, in 1953, 4 million new 
babies were added to our popula- 
tion. This is the highest annual 
figure ever recorded. Every day 
nearly 11 thousand babies are 
born. In January of this year, our 
population totaled 161 million. By 
1960 it will be close to 180 million, 
and by 1975 it will be in the 
vicinity of 215 million. 

New Families Are Increasing 
Rapidly. — During the past two 
decades the increase in the num- 
ber of households in the United 
States has been twice as great as 
the increase in our population. 
Our adult population is marrying 
at a younger age, and a greater 
proportion of them are married 
than ever before in our history. 


Our Families Are Getting Larg- 
er.—One of the highly encourag- 
ing developments taking place 
today is that the tremendous 
number of people getting married 
are having a greater number of 
children. In 1953, for example, 
births of second children were 
91% greater than in 1940, births 
of third children were 86% 
greater, fourth children 61% 
greater, and fifth children 15% 
greater. As a result of this, we 
now have more children 
under 10 years of age in this 
country than in 1940. 


Our Adult Population Is Living 
Longer Than Ever Before. — Due 
-to our continuous advancements 
in medical science, there are now 
42% more people oyer 60 in the 
population than there were in 
1940. While the total population 
increased three-fold between 1870 
and 1940, those over 65 increased 
eight-fold. By 1960, there will be 
15.5 million people over 65 in 
this country. That’s equal to the 
present entire population of 
Canada. By 1975, our population 
over 65 will be in the vicinity of 
20 million. 


As we all know, increased life 
expectancy means not only larger 
but more loyal markets, and also 
richer ones, as Sociai Security 
benefits, pensions, annuities, and 
other benefits combined with in- 
creased leisure time stimulate the 
demand for goods and services by 
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*An address by Mr. Spang at the Sec- 
ond Annual Management Conference, 
sponsored by the School of Business and 
the Executive Program Club of the Uni- 
versity of Chicago, Chicago, ijl, April 
17, 1954. 


research. 


the older members of the popula- 
tion. 


Employment Is Within 3% of 
the Best Year in Our History and 
Will Rise to New High Levels.— 
So far this year—January through 
March—our total employment, in- 
cluding agricultural, has aver- 
aged 60 million a month. Notwith- 
standing all the talk about a 
recession, this level of employ- 
ment is within 3% of our average 
monthly employment for the full 
year 1953, the best year in our 
history, and is only 4% lower than 
average monthly employment in 
the first quarter of last year. Total 
employment in the United States 
is today 14 million higher than the 
1939 average. 


By 1960, our population will 
total 176 million and, of this total, 
approximately 68 million will be 
in the labor force. If we look 
ahead to 1975, we find that our 
labor force will be in the vicinity 
of 87-89 million. Our employed 
labor force at that time should 
be close to 84.5 million. 


The American Standard of Liv- 
ing Is Unparalleled and Unprece- 
dented—and Will Go Higher.— 
Due to technological progress, 
represented by increased use of 
ever improved machines, our 
economy has reached staggering 
heights in output and income. Let 
us review the record. Per capita 
income in this country doubled 
between 1869 and 1889, nearly 
doubled between 1909 and 1942 
when it reached $1,071. By 1953, 
it increased another 80% when 
per capita income reached an 
estimated $1,927, and this latter 
figure was 17% higher than the 
1952 per capita income of $1,639. 


Our increases in income and 
standard of living have been so 
fantastic it is difficult to appre- 
ciate them. Some idea of their 
magnitude can be grasped, how- 
ever, when we make a comparison 
between ourselves and _ other 
countries. We can do this for 1948 
when our per capita income was 
$1,525. For that same year, in 
other relatively advanced countries 
of the world, such as Switzerland, 
New Zealand, Canada, Australia, 
Sweden, Denmark, the United 
Kingdom, Belgium and Finland, 
per capita income ranged from 
$569 to $950 United States dollars. 
For the rest of the world, per 
capita income in United States 
dollars ranged from a low of $40 
for Ecuador to $550 for Norway, 
itself one of the wealthier coun- 
tries of the world. These figures 
certainly give an _ impressive 
demonstration of the American 
standard of living. 

National Wealth Is at the High- 
est Level in History and Should 
Increase 25% by 1960 and 90% by 
1975.— Our national productivity 
(or gross national product) in 
1953 was $368 billion. In terms of 
1953 dollars this represents a 25% 
increase over 1941 and better than 


100% increase over 1929. Based 
upon these figures, growth has 
been about 3% a year. If this 


long-term rate of growth con- 
tinues—and there is no reason to 
believe it will not—our gross na- 
tional product could reach a total 
of 452 billion by 1960, in terms of 
1953 dollars. This would provide 
the purchasing power for a stan- 
dard of living from one-quarter 
to one-third higher than the peak 
level of 1953. By 1975, assuming 
present growth rates, gross na- 
tional product could reach $700 
billion — and consumer spending 





450 billion—or almost double that 
of the present, 


All Businesses Will Benefit in 
Our Expanding Economy 

I don’t believe any of us here 
today can question the fact that 
all the changes I have mentioned 
—plus several others which time 
restrictions do not permit me to 
outline—are now hard at work on 
our economy. These changes are 
powerful factors working in the 
directions of an ever increasing 
volume of business and prosperity 
for all of us. It is inevitable, for 
example, that the demand for all 
kinds of products and services 
will step up tremendously as more 
and more children are born and 
vast numbers of them gradually 
become older and assume adult 
status. Among the first to feel the 
effects, of course, are those com- 
panies producing such things as 
food, clothing, toys, and medicines. 
Needs for doctors and hospitals 
will be stepped up. Gradually a 
wider and wider variety of prod- 
ucts will benefit—housing, auto- 
mobiles, refrigerators, washing 
machines, furniture, recreational 
facilities, shaving supplies, 
watches, etc., until every line of 
business is embraced. Similar 
benefits will accrue to innumer- 
able lines of business as the life 
span of millions of men and 
women is extended well beyond 
the age of 65. 


Need for Huge Capital 
Investments 


In addition to all the benefits to 
American industry which I have 
just outlined is the fact that the 
great changes now underway in 
our country are producing the 
need for huge investments — a 
need which is becoming more 
urgent as time goes on. Let me 
point out two or three examples: 


(1) Our school facilities are 
completely inadequate to take 
care of the great increases which 
have already occurred in our 
population—increases which are 


still continuing. Today we have 
nearly 70% more children under 
five years of age than in 1940. It 
has been said that our school facil- 


ities — new classrooms, recrea- 
tional facilities and the number of 
teachers—should be doubled with- 
in the next few years. This will 
call for the expenditure of vast 
sums of money all over the 
country. These are expenditures 
which cannot be delayed for long. 

(2) We also have an urgent 
need for new and better high- 
ways. There are today over 55 
million motor vehicles operating 
on the roads of this country—75% 
more than in 1940, and this num- 
ber will increase for there still are 
22 million families in this country 
who do not yet have a car, plus 
millions of other families who 
sooner or later will want a mul- 
tiple number of cars. Our present 
road and highway system is not 
adequate to meet this congestion. 
Pressure to relieve this condition 
will grow. This will call for the 
expenditures of great sums of 
money over a long period of time. 

(3) Our need for new home 
building is very strong. During 
the last several years, as we all 
know, we have built approxi- 
mately one million new homes 
annually. As great as this figure 
is, it has been just about enough 
to take care of the growth in our 
number of families. Much of our 
existing housing requires rebuild- 
ing or remodeling for 67% of our 
dwellings are over 20 years old 
and 50% are over 30 years old. 
When this need is considered, in 
addition to the new homes which 
will be required fer new family 


formations, our annual investment 
in housing should be at very high 
levels for many years. 

In addition to the investment 
opportunities I have mentioned, 
there are others which are equally 
pressing. These include a great 
need for both an increase and a 
replacement of hospital facilities 
as well as the modernization of 
the slum-ridden areas of indus- 
trial cities throughout the coun- 
try. In addition, electrical energy 
must be increased by 250% to 
meet the estimated demand of 
1975. 
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Industry Must Also Modernize 
Over and above all of these 
needs is the fact that much of in- 
dustry must also be modernized. 
This has been brought out foree- 
fully by Mr. Frederick Geier, 
President of the Cincinnati Mill- 
ing Machine Company, the largest 
machine tool company in the 
world. In a recent interview Mr. 
Geier stated that there are now 
1% million obsolete machine tools 
in this country which should be 
replaced with up-to-date machin- 
ery which would be one-third 
more productive. This activity 
alone would require an invest- 
ment of $6 to $8.5 billion, but it 
would save industry $1.5 billion a 
year in direct costs alone. Ob- 
viously, this would help lower our 
unit costs and make it possible 
for us to expand our markets. 


I would like to dwell on this 
subject for a moment longer, if 
I may, for I feel that it is one that 
is critically important to the fu- 
ture of America. While I am sure 
the point I want to make is well 
known to all of us, I feel it. is 
well worth emphasizing just to 
make certain we do not forget it. 
It is this: The extraordinary in- 
creases which have occurred in 
our standard of living up to the 
present time are very largely the 
result of our amazing technol- 
ogical advancements in the past 
which have had the effect of in- 
creasing employment, lowering 
costs and providing higher real 
wages to the worker. Throughout 
our history, spending for im- 
proved capital equipment has al- 
ways led to expansion rather 
than to contraction. As individual 
manufacturers and as a nation, we 
cannot afford to allow our in- 
dustrial equipment to become 
obsolete. The pressing demand of 
the future will be to turn out in- 
creasing quantities of merchandise 
at a lower unit cost. We can do 
this only if we continually take 
full advantage of the technological 
skills which have made us such a 
great country. 

At this point I want to bring 


out as forcefully as I can that 


Continued on page 26 
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$4,575,000 


Northern Pacific Railway 
Equipment Trust of 1954 


256% Serial Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $305,000 annually on each May 14, 1955 to 1969, inclusive 


To be guaranteed unconditionally as to payment of par value and dividends by endorsement by 


Northern Pacific Railway Company 


MATURITIES AND YIELDS 
(Accrued interest to be added) 


1960 2.50% 
1961 2.60 
1962 2.625 
1963 2.65 
1964 2.70 


| Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission, 
The Offering Circular may be obtained in any State in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such State, 


HALSEY, STUART & CO. INc. 
| R. W. PRESSPRICH & CO. 
| FREEMAN & COMPANY 


L. F. ROTHSCHILD & CO. 
WM. E. POLLOCK & CO., INC. 
McMASTER HUTCHINSON & CO. 








1965 2.75% 

1966 _—.2«.775 
1967 _—.2.80 

1968 2.80 

1969 2.80 
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‘Effects of Recent Monetary Policy 


By WINFIELD W. RIEFLER* 


Assistant to the Chairman 
Board of Governors of the Federal Reserve System 


Reserve Board’s monetary expert reviews recent money mar- 
ket conditions, and points out, though economic stability 
cannot be achieved through monetary policy alone, it would 
be difficult, if not impossible, to maintain such stability in 
absence of appropriate monetary policy. Says Federal Re- 
serve, to take proper action, must at all times have a positive 
view with respect to both the money market and the economy 
and must be prepared to promptly change that view in re- 
sponse to new developments. 


The year 1953 marked the for- 
- tieth anniversary of the Federal 
Reserve System. As though to 
signalize the event, the money 
market and the economy took the 
occasion to 
present the 
System witha 
series of per- 
plexing pol- 
icy problems. 
Those within 
the System 
who had to 
deal with 
them wili 
probably al- 
ways regard 
the year as 
historic. 

Throughout 
the year Sys- 
tem opera- 
tions have been well publicized. 
Recently, the Annual Report of 
the Federal Reserve Board has 
become available with its official 
record of the policy decisions and 
actions of the Federal Reserve 
Board and the Federal Open Mar- 
ket Committee. Because of the 
nature of the problems presented, 
the policy record is more reveal- 
ing than usual. It illustrates 
strikingly the fact that monetary 
authorities, operating in a free 
“economy, are faced with two im- 
peratives: 

(1) They must at all times have 
a positive view with respect to the 
-money market and the economy. 

(2) Tney must be prepared to 
change that view promptly in re- 
sponse to developments within the 
money markets. 

The Open Market policy record 
shows that when the full Open 
Market Committee met last year 
in early March it directed the 
executive committee to continue 
to operate ‘“‘with a view to exer- 
cising restraint upon inflationary 
developments.” This wording was 
unchanged from the directive un- 
der which the executive commit- 
tee had been operating for some 
time past. In operational terms, 
it meant that the Open Market 
Committee would refrain from 
supplying, on its own initiative, 
all of the member bank reserves 
needed for growth after seasonal 
movements, and would rely on 
member banks taking the initia- 
tive to secure some of these re- 
serves through the discount win- 
dow at the Federal Reserve Banks. 
The discount rate that member 
banks would have to pay was 
2%, a level that had been estab- 
lished in January. 

This directive was adopted after 
a careful review of the economic 
situation which indicated that the 
economy was characterized by 
increasing buoyancy. Industrial 
production and gross national 
product were increasing, and un- 
employment was exceptionally 
lew. Overtime was frequent and 
there were indications of growth 
in inventories—suggestion of more 
growth, in fact, than was being 
shown in official estimates. In the 
money markets, savings were 
large but demands for capital and 
credit were larger. Demands for 
mortgage credit, for consumer 
credit, and for state and munici- 
pal financing were particularly 
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*An address by Dr. Riefler before the 
Third Annual Business Economists Con- 
ference, the University of Chicago, Chi- 
cago, lil., April 23, 1954. 


strong. These demands for credit, 
so far as they impinged on the 
commercial banks, were met 
partly by sales to the public of 
Government securities from bank 
portfolios, and partly by recourse 
to the discount window of the 
Federal Reserve Banks. 

Under these circumstances, net 
member bank borrowing at the 
Federal Reserve Banks remained 
relatively high, between 3% and 
4% of required reserves. In the 
aggregate, net borrowed reserves, 
i. e., total discounts and advances 
to member banks less excess 
member bank reserves, averaged 
$698 million in February, $632 
million in March, and $649 million 
in April. The persistence of this 
volume of borrowing at a time of 
strong credit demands was re- 
flected in rising interest rates. 
At the same time, the fact that 
the active money supply, after 
seasonal correction, was yrowing 
at about a 3% annual rate indi- 
cated that the situation, while 
strong with inflationary potential, 
was in reasonable balance. The 
Same indication was given by the 
stability of commodity prices. The 
pressure on resources that was be- 
ing registered in overtime and in 
growth of inventories was based 
almost wholly on business antici- 
pations. Neither was accentuated 
by expectations of price advances 
or by the too ready availability 
of cheap and easy credit. 

Although the March directive 
of the Federal Open Market Com- 
mittee was couched in terms of 
restraint of inflation, the bulk of 
the operations which the ex- 
ecutive committee subsequently 
found it advisable to authorize 
under it consisted of purchases, 
not sales, in the open market. In 
the event, they were directed not 
toward more restraint but rather 
toward preventing restraint from 
becoming excessive and turning 
into contraction. 

These purchases started in the 
second week of May, and were 
conducted on an increasing scale 
thereafter. Their results were 
registered in a decline in the 
volume of net borrowed member 
bank reserves. These, as noted 
above, had averaged between six 
and seven hundred million dollars 
in February, March and April. In 
May, they averaged only $864 
million, while in June, partly re- 
flecting very heavy temporary 
Treasury financing at the Federal 
Reserve Banks, net- borrowed re- 
serves disappeared ‘and were re- 
placed by net free excess reserves 
averaging $355 million. This was 
a very rapid reversal of the direc- 
tion of open market operations. 
It happened in the course of only 
a few weeks and illustrates the 
point noted earlier, that those re- 
sponible for monetary policy must 
always be prepared to reverse 
their view with respect to the 
money market, sometimes on very 
short notice. 

There are some who have in- 
¢erpreted this reversal as an ex- 
ample of prevision on the part 
of the monetary authorities of the 
recession in economic activity 
that has subsequently developed. 
Since the decisions of the Federal 
Open Market Committee and of 
its executive committee are com- 
posite decisions, this is probably 
true so far as some of the partici- 
pants are concerned. The fact, 
however, that the executive com- 
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mittee began to buy bills in con- 
siderable volume at a time when 
one of the directives under which 
it was operating still called for 
restraint on inflationary develop- 
ments indicates that other eco- 
nomic and monetary considera- 
tions had also become important. 

The fact is that early in May 
1953 there were few data on pro- 
duction, employment, consump- 
tion, or the demand for capital 
and credit to indicate either that 
the boom was over or that reces- 
sionary tendencies were para- 
mount. The factual data, other 
than that which registered the 
climate of the money markets, 
still pointed the other way. By 
early May, however, it was be- 
coming evident that the markets 
for capital and credit were be- 
coming increasingly dominated by 
a hectic psychology rather than a 
rational evaluation of risks and 
prospects. This was indicated by 
the rusk of borrowers to cover 
future needs, making the market 
predominantly a lender’s market, 
by the rise of interest rates at a 
more rapid pace than would or- 
dinarily be associated with a 
boom on the current dimensions, 
and by the general atmosphere of 
heightened anxiety and _ uncer- 
tainty that pervaded financial 
markets generally. These are 
characteristic symptoms that fre- 
quently appeared toward the peak 
of booms before the establishment 
of the Federal Reserve System. 
It was the desire to prevent such 
developments from generating a 
financial crisis that led to the 
creation of the Federal Reserve 
System. In operating to counter- 
act the factors which gave rise to 
these symptoms in May and June 
1953, the executive committee, 
while appearing to forecast an 
end to the boom and an imme- 
diate business decline, was re- 
sponding particularly to its gen- 
eral mandate to facilitate the effi- 
cient functioning of financial 
markets. 

The developments that led up 
to the emergency of this poten- 
tial crisis are fairly well known. 
They were numerous, and differ- 
ent analysts, in retrospect, have 
placed varying degrees of empha- 
sis on the several strands. There 
was the existence of a boom with 
its accompanying demands for fi- 
nancial accommodation that was 
putting real pressure on available 
resources, and on savings. There 
was the general incentive to bor- 
row that was generated by the 
excess profits tax. There seems to 
have been increased response in 
the money markets, as time went 
on, to the policies of restraint ini- 
tiated earlier by the Federal Re- 
serve System. There was the de- 
cision of the Treasury to seek to 
raise funds in the long-term 
money market, and the response 
of the market to that decision, 
first, in the form of exuberant 
oversubscription, and, subsequent- 
ly, in the form of anxiety over 
the proportion of the offering 
held by “free riders.” There were 
the disquieting interpretations 
and misinterpretations of state- 
ments by responsible authorities. 
There was the impact of the in- 
crease in the prime rate to com- 
mercial borrowers. There was the 
fact that higher interest rates be- 
came the subject of political de- 
bate. There was the sudden 
change in the Treasury outlook, 
indicating. that the Federal Gov- 
ernment would have to borrow in 
much larger amounts than had 
been expected. 

* These comprise 


the develop- 
ments most frequently mention- 
ed. Two others might be added. 


First, the rapid rise in import- 
ance in the capital markets of the 
sales finance companies as bid- 
ders for very substantial amounts 
of long-term funds, and, second, 
the rapid and almost complete 
disruption of the secondary mar- 
ket for GI and FHA mortgages 
which followed the attempt to 
freeze borrowing rates in these 
important .sectors of the capital 
market. 


The mere recital of these sev- 
eral developments, each of which 


assumed major importance at 
some time during the period, in- 
dieates the nature of the crisis 
that developed so suddenly. It 
reflected the mutual interaction 
of many concurrent factors which 
continued to dominate the money 
and capital markets until the first 
of June. Thereafter, the tension 
relaxed progressively as more ra- 
tional evaluations began to pre- 
vail and as the reserve funds that 
had been and continued to be in- 
jected into the open money mar- 
kets worked their way through 
the financial system. 


Open Market Policy Since 
June 1953 


Open market operations since 
June 1953 have been directed al- 
most continuously toward relaxa- 
tion in the financial markets. The 
official policy record indicates 
that the full Open Market Com- 
mittee, in its meeting on June 11, 
directed the executive committee 
to operate with a view “to avoid- 
ing deflationary tendencies with- 
out encouraging a renewal of in- 
flationary developments.” At the 
meeting three months later, on 
Sept. 24, the latter part of this di- 
rective was eliminated and the 
executive committee was instruct- 
ed to operate with a view “to 
avoiding deflationary tendencies.”’ 
At the meeting on Dec. 15, the 
executive committee was direct- 
ed to operate with a view “to pro- 
moting growth and stability in 
the economy by actively main- 
taining a condition of ease in the 
money market.” Each of these 
directives was adopted after a 
searching review of the economic 
situation. The changes in word- 
ing, consequently, reflect the 
composite judgment of the com- 
mittee as of the date of each 
meeting. 

Under these directives, open 
market operations have, in gen- 
eral, been progressively directed, 
first, toward creating, and later, 
toward maintaining a condition 
of ease in the money market. Al- 
though excess free reserves, i.e., 
the amount by which aggregate 
excess reserves are greater than 
the aggregate of member bank 
borrowing, have fluctuated some- 
times widely from month to 
month under the impact of the 
various forces that play on the 
money market, they have shown 
a tendency to grow from relative- 
ly small amounts in midsummer 
1953, after the June crisis was 
passed, to between $400 million 
and $500 million in recent weeks. 

In addition to the reserves sup- 
plied through open market opera- 
tions, the Federal Reserve Board 
reduced reserve requirements at 
the end of June 1953 to provide a 
substantial volume of funds at .a 
time when the money market 
threatened to tighten rapidly. The 
Treasury was paying off a sub- 
stantial volume of temporary bor- 
rowing at the Reserve Banks and 
also re-establishing normal work- 
ing balances. Almost simultan- 
eously, the Treasury planned to 
enter the market for a large vol- 
ume of new cash. 


Discount rates remained at 2% 
througheut the last half of 1953, 
but were reduced to 1°4% at all 
of the Federal Reserve Banks in 
January 1954, and again to 14% 
at some of the Federal Reserve 
Banks last week. Both of these 
changes followed a lowering of 
rates in the money markets and 
had the effect of restoring the 
discount rate to more customary 
relationships to market rates. 


In evaluating these operations 
since last June, it is important. to 
keep in mind that the gradual 
average increase in the volume of 
excess free reserves over the pe- 
riod have not always represented 
positive decisions by the Open 
Market Committee to place ad- 
ditional reserves in the market 
through purchases of securities. 
Frequently they have represented 
reserves which, in a_ technical 
sense, appeared in the market for 
seasonal or other reasons. In 
these cases, open market policy 
was expressed through decisions 
not to -absorb such reserves. If 
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one takes the 9-month period 
from the June meeting of the 
Federal Open Market Committee 
to the present as a whole, the 
operations actually effected by 
the Open Market Committee 
would not have resulted in the 
present volume of iree reserves 
had the demand for currency and 
demand deposits shown its cus- 
tomary year-to-year growth. In- 
stead, member banks would be 
fairly heavily in debt to the Fed- 
eral Reserve System. It is pos- 
sible to say, consequently, that 
the present ease in the money 
and capital markets reflects fun- 
damentally the recession in the 
economy with its smaller demands 
for credit and with its leveling 
off in the demand for currency 
and deposits. If one chooses to 
analyze the recession from this 
viewpoint, the operations of the 
Open Market Committee would 
be described as having had the 
effect of permitting basic forces 
to find technical expression in 
the availability of free reserves 
in the market place. 


Repercussions on Money Rates 


Money rates have declined 
rapidly since the peak in June, 
1953. For example, in the short 
space of 9 months, the yield on 
long-term U. S. Government se- 
curities has declined by 19%, 
while the yield on triple A cor- 
porate bonds has declined by 16%. 
In the short-term open markets, 
average yields on short-term Gov- 
ernment securities have declined 
by 59%, while rates on commer- 
cial paper have declined by 27%. 
On the other hand, rates charged 
customers by banks snowed little 
change until very recently. That 
the decline in yields on long-term 
bonds, both Government and cor- 
porate, has been exceptionally 
large and rapid has been widely 
noted and has given rise to some 
concern in financial circles. In 
part, of course, it reflects a reac- 
tion from the rapid rise in yields 
that occurred in the second quar- 
ter of 1953. The impression is 
general, however, that the current 
drep in long-term interest rates 
is unprecedented, even after ac- 
count has been taken of this 
factor. 

In an endeavor to distinguish 
between these two partly off- 
setting movements, and thus to 
throw some light on the degree 
to which the recent fall in interest 
rates may be considered excep- 
tional, it is relevant to examine 
the behavior of interest rates for 
each of the recessions that has 
taken place since World War I, 
i. e., 1920-21, 1923-24, 1926-27, 
1929-30, 1937-38, 1948-49, and 
1953-54. As a bench mark for this 
comparison, average interest rates 
have been computed for the first 
6 months of 1953, i. e., the highest 
6 months preceding the reversal, 
and compared with the most re- 
cent figures on interest rates 
available, i. e., March 1954, 9 
months later. To secure compa- 
rable figures for earlier periods, 
averages of interest rates may be 
computed covering the highest 6 
months in each boom, and com- 
pared with interest rates prevail- 
ing 9 months later. 

On this basis of comparison, the 
recent behavior of interest rates 
appears somewhat less unprece- 
dented. The recent drop in yields 
on short-term U. S. Treasury se- 
curities and on open market com- 
mercial paper is close to the me- 
dian of the seven periods of reces- 
sion. On the other hand, the fall 
in yields in the long-term market 
is still exceptional. On this basis 
of comparison, the yield on long- 
term U. S. Treasury bonds de- 
clined by 15% as compared with 
a range of 5% to 11% on a com- 
parable basis in. the six earlier 
periods, while the drop in yields 
on triple A corporate bonds works 
out at 10% compared with a range 
of 2% to 8% in the six earlier 
periods. 

The bench mark for: this com- 
parison is the first 6 months of 
1953, which still includes the 
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Raising Our Economic Sights 


By L. L. COLBERT* 
President, Chrysler Corporation 


Expressing confidence in continued business expansion and 
potentialities of our economic strength, prominent automobile 
executive says “only real limitation on our future is the size 
and scope of our ideas.” Points out it will take at least 15 
years and $105 billion to bring our highway system up to date, 
and calls attention to California’s example in drawing up a 
comprehensive state wide highway program. 


A few weeks ago, just as I was 
beginning to look forward to this 
occasion and starting to think 
about what I might say to you, I 
read an article 
in the “Satur- 
day Evening 
Post” on your 
spectacular 
freeway pro- 
gram in the 
Los Angeles 
metropolitan 
area. Along 
with a good 
many other 
people, I have 
been deeply 
interested in 
this program 
for years. But 
in reading this 
article I learned several new and 
interesting facts. I discovered, for 
instance, that the intersection 
which you call the “Stack” 
handles over a quarter of a mil- 
lion cars every day by means of 
32 lanes on which traffic flows 
simultaneously in eight directions. 
I learned that you have already 
completed 53 miles of the basic 
165-mile freeway, and that you 
plan to keep right on building 
more miles of freeway until you 
have a system for the Los An- 
geles metropolitan area that will 
be 612 miles long. 

What interests 


L. L. Colbert 


me most of all 
about your freeway program is 
what it indicates about the char- 
acteristic Los Angeles frame ol 
mind. It indicates that people in 
this part of the world are alive to 
the future and its needs. I suppose 
few cities have as many organiza- 


tions devoted to thinking about 
next year and the next 10 years, 


and the rest of the century. 

I believe this awareness of the 
onrushing future and its needs is 
becoming more and more char- 
acteristic, not only of the people 
of Los Angeles and California and 
other states of the Far West, but 
of people in all parts of the coun- 
try. Wherever you go these days 
you see signs of growth and 
surging activity. As you fly over 
—or drive out from—any of oui 
cities you see webs of streets and 
houses spreading out into the sur- 
rounding countryside. You see 
new shopping centers, new fac- 
tories, new schools, hospitals and 
playgrounds. Fundamentally, thos 
construction is a response to the 
needs of the millions of people we 
are adding each year to the na- 
tion’s population—and to the na- 
tion’s strength. 


Our Population Growth 


A short time ago I ran across 
some striking facts about the 
growth of our population. For in- 
stance, since 1940 our population 
has shown a net growth of nearly 
28 million—as compared, for in- 
stance, with a net growth of only 
18 million in Russia, a much 
bigger country. It has been esti- 
mated that in the 35 years be- 
tween 1940 and 1975 the popula- 
tion of the United States will have 
shown a net increase of 70 million 
people. This increase alone 
amounts to more people than 
there were in the entire United 
States in the early Nineties when 
the first horseless carriages were 
beginning to appear on American 
streets. 





The increase in the nation’s 
population has been more than 
*An address by Mr. Colbert at a 


Town Hall meeting in observance of “In- 
vest in America Week,” Los Angeles, 
Cal., April 27, 1954. 





matched by increases in the pro- 
duction of goods and services and 
in rising standards of living. The 
rapid march of industrial engi- 
neering, the will and energy of 
the American people, and the con- 
fidence and drive of America’s 
businessmen — backed up by the 
American investor—have created 
an incredibly big, complex and 
thrilling combination of resources, 
techniques and talents. As one 
looks out on the panorama of 
American civilization today, the 
only appropriate comment seems 
to be that four-word sentence that 
Samuel Morse tapped out 110 
years ago on his first crude tele- 
graph—‘“What hath God wrought!” 

Now it occurs to me as I hear 
people talk about the problems of 
the present and the prospects for 
the future that we are only be- 
ginning to learn how to think in 
terms that are big enough and 
bold enough to match the power 
and immense potentiality of 
America. Our age is different— 
different fundamentally from 
other ages in the history of man, 
and we are being shaken up— 
challenged—to think and act as 
we must to meet the unique con- 
ditions of our times. I would like 
to mention a few of the ways in 
which our age seems to me to be 
new and different. 

In the first place, as I have in- 
dicated, our plans and our 
achievements are all conceived 
and carried out on a grander scale 
than we would rave thought pos- 
sible only a few years ago. To 
some people the fact that we have 
grown so presents itself as a sign 
of danger. They seem to think 
that the more we have in re- 
sources and productive capacity 
and income and living standards, 
the more risk run of getting 
hurt. I don’t agree. To me, the 
fact that our economy is built on 
a bigger base than ever before is 
reason for new confidence in the 
future. 


we 


Let’s take a look, for instance, 
at the amounts being spent every 
year on the essentials of living in 
present-day America. First of all, 
about $75 billion spent each 
year for food; and roughly an- 
other $75 billion in services, 
which includes such things as 
telephone bills, rent, and life in- 
surance premiums. And _ then 
there is the $45 billion or so we 
spend for defense. We are not 
very likely to reduce any of these 
basic needs very far. And in ad- 
dition there is the $30 billion we 
have been spending on cars, 
household equipment and other 
durables, the $27 billion that busi- 
nessmen have been investing in 
plant and equipment, and the 
more than $34 billion we have 
been spending to carry on mini- 
mum Federal and local govern- 


is 


ment services—to educate our 
children, for instance, and to 
build and maintain roads and 


other public works. Just to buy 
the basic essentials of modern liv- 
ing and to provide an adequate 
national defense requires an ex- 
penditure of well over $200 billion 
a year, and this is more than 
twice as much as the total na- 
tional income in the very pros- 
perous year 1929. 

These facts point up what we 
ail know. Our basic needs are 
very great. We have learned to 
live well. And what once may 
have been looked upon as lux- 
uries of the well-to-do are now 
necessities for the vast majority. 

The rapid growth of our popu- 
lation and the widening range of 
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goods and services we can pro- 
vide has been more than an in- 
crease in sheer size. With them 
has come a new capacity for swift 
adaptation to new conditions —a 
new ability to create the means 
to a more varied and more re- 
warding way of life. This is an- 
other way of saying that we live 
in the age of science and tech- 
nology—an age with its own built- 
in aeceleration factor. 


We have been living for more 
than a decade now in the age of 
the atom and nearly every week 
we hear of new applications of 
atomic physics in medicine, agri- 
culture, metallurgy, industry, and 
power development. But it is not 
only in the field of atomic physics 
that we are moving ahead. Sci- 
ence and industry are bringing 
about changes in many other ways 
which are new and fascinating. 


Thrilling Possibilities of Science 
and Engineering 


The thrilling possibilities of sci- 
ence and engineering are most 
real when we see them at work 
in our own business. I had a per- 
sonal experience of this kind re- 
cently that I would like to share 
with you. Several weeks ago, on 
a cold, rainy morning, I drove out 
to Chrysler Corporation’s new 
Proving Ground west of Detroit. 
I was there along with over a 
hundred other people to witness 
a great event in the history of 
automotive engineering. We 
waited at one end of the oval 
speed track for the appearance of 
the first American passenger car 
of normal design and dimensions 


to be powered by a gas-turbine 
engine. 

As I am sure most of you know, 
a gas-turbine engine operates on 
roughly the same principle as a 
jet airplane engine. It swallows 
and compresses enormous quanti- 
ties of air, superheats it, and then 
uses the thrust of the greatly ex- 
panded air to provide motive 
power. There is one great differ- 
ence, however, between a jet air- 
plane engine and the new gas- 
turbine engine. The airplane jet 
engine drives a plane forward by 
means of the direct thrust of the 
expanded hot air against the at- 
mosphere at the rear of the plane. 
The gas-turbine automobile en- 
gine, however, powers a car by 
means of the thrust of super- 
heated air against the vanes of a 
turbine, which is made to turn at 
many thousands of revolutions per 
minute. The power in this “fan” 
is then transmitted to the wheels 
of an automobile through a set of 
reduction gears. 


As this experimental car came 
around the curve of the big track, 
all of us felt we were witnessing 
the first step into a new age in 
highway transportation. There it 
came—a Plymouth in outward ap- 
pearance, but with a new and un- 
familiar power plant under its 
hood. As it came closer, what im- 
pressed us most was the smooth- 
ness and the quietness of its per- 
formance. Besides the familiar 
sound of tires on wet concrete all 
we heard was the soft flow of air 
which the engine was inhaling. 
As the car came to a stop before 
us, I stepped behind it and passed 
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my hand through the exhaust 
stream. This surprised me most 
of all. I had been told that the 
exhaust would be harmless. But 
to my great surprise it was ac- 
tually cooler than the exhaust of 
the present-day piston engine. 


When I rode in the car, I was 
struck by the effortless accelera- 
tion provided by this new engine, 
both from a standing start and 
throughout the cruising - speed 
range. Here, I thought, was the 
automobile engine of the future. 
Here was a way to provide drivers 
with a new kind of power — 
smooth, quiet and economical. 


It may be a long, long time be- 
fore you and I will be able to buy 
a car with a gas-turbine engine. 
It may be a long, long time before 
we can drive up to a service sta- 
tion and tell the attendant to fill 
er up with whatever fuel may be 
found by the petroleum industry 
to give the most power per dollar. 
Between now and then there is 
an enormous job to do in perfect- 
ing this new engine—and in solv- 
ing the many metallurgical and 
manufacturing processes required. 

We in the United States build 
on a big scale these days—and the 
revolutionary changes that take 
place day after day in our ways 


of working and living would have 
alarmed our forefathers. But 
there is another difference be- 


tween our age and other ages in 
the history of our country. 
Whether we like it or not we are 
today the dynamic center of the 
free world. What we do, what we 
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The 1929-33 Depression 
Not Due to Gold Standard | 


By JAMES WASHINGTON BELL* 
Professor of Money and Banking, Northwestern University 


President, Economists’ National 


Committee on Monetary Policy 


Dr. Bell, contending that the gold standard, per se is not a 
cause of business cycle fluctuations, combats belief that the 
gold standard wast sible for the Depression of 1929-33. 
Says there was no oe abandon the gold standard in 1933, 
-and maintains a return te redeemable currency by the United 
States would be a salutary move, and it is feasible, so that 
“we need not wait for others to lead the way.” Asserts without 
the discipline of the gold standard, faulty economic policies 
were adopted after 1933 that unnecessarily prolonged the 
depression of that period. 


Summary of Statement 


It is the purpose of this state- 
ment to present evidence that the 
gold standard system is not per 
se a cause of business cycle fluc- 
tuations but is 
merely an 
institution 
within which 
the monetary 
and credit 
system oper- 
ates. Sophisti- 
cated critics 
realize this 
but claim that 
present-day 
structural 
changes and 
new ob- 
jectives make 
the operation : 
ofthe gold J. W. Bell 
standard unworkable. 


An erroneous belief still per- 
sists that the gold standard was 
responsible for the depression of 
1929-1933 and that we were forced 
to abandon the gold standard in 
1933. It seems fairly clear that this 
belief is a delusion—a delusion 
which can be traced to popular 
misunderstanding of the _ facts, 
aided and abetted by public mis- 
representations. The collapse of 
the banking or credit system and 
coincidental economic crises lead- 
ing to liquidation and depression 
were associated in the minds of 
the people as “cause-and-effect” 
relationships. The suspension of 
gold payments dramatized the 
breakdown of the monetary sys- 
tem in many foreign countries 
from 1929 to 1931 and people con- 
cluded that the gold standard was 
responsible for the collapse and 
the depression that followed. Mis- 
leading explanations of the short 
but violent fluctuations in gold 
movements in 1931 and 1932 ag- 
gravated bank failures, and un- 
certainties concerning the future 
of gold and of the dollar provoked 
another run on gold early in 1933. 
Subsequent propaganda state- 
ments rationalizing the abandon- 
ment of the gold standard and the 
devaluation of the dollar were, in 
the atmosphere of contemporary 
disturbance and uncertainties, ac- 
cepted as historical facts. 


The operation of the gold stand- 
ard was not the cause of the crisis 
of 1929 and the ensuing depres- 
sion in the United States. The 
record shows that although bank 
credit collapsed the gold standard 
was never in jeopardy. The record 
also shows that, although credit 
maladjustments and the weakness 
of our banking structure were 
serious, the nation-wide closing of 
banks could have been avoided. 
An analysis of the facts indicates 
strongly that the credit maladjust- 
ments of the ’'20s would probably 
have occurred even if we had 
been “off gold” at the time and, 
indeed, they might have been 
worse without the limitation and 
restraints imposed by the opera- 
tion of the gold standard system. 


The real causes of the 1929-1933 
depression are to be found in the 
economic maladjustments (do- 


*A statement by Prof. Bell at the 
Hearings on the Gold Resumption Act of 
1954, conducted by the Subcommittee of 
the Senate Committee on Banking and 
Currency, March 31-April 1, 1954. 


mestic and international) which 
developed during the “New Era” 
boom of the twenties. Whether or 
not these maladjustments could 
have been avoided involves many 
controversial issues but any pro- 
posal to abandon the gold stand- 
ard in the United States at that 
time was not one of these issues. 

Two additional points may be 
added as a sequel to the above— 
which will not, however, be 
treated except incidentally, in this 
statement. 


The abandonment of the gold 
standard in 1933 permitted, yes, 
even invited, the adoption of other 
monetary objectives than that of 
maintaining the value of money 
stable in terms of gold. These 
other objectives, i.e., price stabil- 
ity at a high level of employment, 
might well have been accom- 
plished under the gold standard. 
Without the discipline of the gold 
standard, faulty economic policies 
were adopted which unnecessarily 
prolonged the depression (which 
lasted until World War II). 


The return to the gold standard 
by the United States would be a 
salutary move; it is feasible now; 
and we need not wait for others 
to lead the way. 


The Gold Standard System Is Not 
A Cause of Business Cycles 


Sophisticated critics of the gold 
standard realize that a set of rules 
or practices is not per se a cause 
of business fluctuations and most 
of them appreciate that human 
institutions do not operate me- 
chanically like an automaton, but 
they maintain that the essential 
features of the full gold standard 
system are no longer workable. 
They take exception, particularly 
(a) to the free convertibility of 
non-monetary gold into monetary 
gold at a fixed price at the gov- 
ernment mint and vice versa (by 
citizens of the United States as 
well as by foreigners, other than 
governments and central banks); 
and (b) to the redeemability of 
all lawful money, coin or paper, 
into gold at face value. 

These critics maintain that the 
so-called “automatic” operation of 
the gold standard system has 
ceased to be realistic since 1914 
(when the Federal Reserve Sys- 
tem was established); that eco- 
nomic conditions since then have 
been less favorable to the gold 
standard; that gold reserve ratios 
can no longer serve as the guide 
to credit policy; that the gold 
standard signals are likely to 
come at the wrong time and even 
indicate the wrong direction for 
credit policy; that the gold stand- 
ard system does not apply an 
automatic brake on the boom and 
breaks down in a crisis when 
most needed; that when domestic 
considerations are paramount 
monetary authorities are forced to 
“violate the rules of the game” by 
“neutralizing” or “sterilizing” gold 
reserves, thereby nullifying credit 
expansion and its effects on 
prices, interest rates, income and 
employment, etc., and thus mak- 
ing the gold standard an obstacle 
rather than an aid to stability. 
They point out that the Federal 
Reserve System was created in 
part to compensate for the inflex- 
ibility of the money supply under 
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gold. Finally, to quote Allan 
Sproul of the Federal Reserve 
Bank of New York: “The integrity 
of our money does not depend on 
gold convertibility. It depends on 
the great production powers of the 
American economy and the com- 
petence with which we manage 
our fiscal and monetary affairs.” 

These criticisms come quite uni- 
formly from those who favor un- 
restricted monetary powers in the 
hands of administrative authori- 
ties rather than rules which per- 
mit free choice in the market. 
Also, these criticisms, though this 
may seem inconsistent, are most 
often made by “internationalists.” 

It is, indeed, true that our bank- 
ing system, under the Federal Re- 
serve System, provides an ex- 
tremely efficient mechanism for 
credit expansion and contraction. 
(In this respect, however, it is a 
counterpart of the British system 
which, with its Bank of England, 
operated very successfully for a 
century under the gold standard 
system.) By implication a more 
powerful model calls for more 
careful and intelligent manage- 
ment and direction, but it does not 
follow that the basic principles of 
the gold standard system should 
be discarded. Ours is still a credit 
system dependent upon _ public 
confidence. 

There is, in any credit system, 
a limit to debt-money expansion, 
a limit which is related to the 
ratio of cash reserves (which 
represent the form of asset into 
which the debt is redeemable) and 
to the quality (soundness and 
liquidity) of the other bank as- 
sets convertible into reserves in 
time to meet the creditors’ de- 
mands. In other words, the total 
amount of all currency or gold in 
the country is only a small frac- 
tion of the total deposits of all the 
bankers. When holders of debt- 
money begin to doubt that their 
claims are “as good as gold” they 
may call for their redemption or 
payment. When confidence be- 
comes shaken in the debtor’s will- 
ingness or ability to pay, the 
liquidity and soundness of the 
debt is tested. If the debtor-in- 
stitution lacks cash reserves or 
means to get cash and “suspends 
payment,” it is bankrupt. If the 
pressure to liquidate bank deposit 
claims becomes general, the whole 
system may become involved and 
eventually break down. 


The reason for this is that even 
perfectly sound assets cannot be 
converted into cash “under the 
hammer” except at panic prices 
far below their real values and, 
when a few banks begin to un- 
load, the pressure on the market 
spreads the distress. Closing some 
exits in a crowded building puts 
greater pressure on those still 
open. Mismanagement or unto- 
ward pressures brought on by exi- 
gencies such as wars may cause 
a break down of any fractional 
reserve or credit system. If pub- 
lic confidence involves only bank 
credit it is quite possible for the 
credit system to collapse while 
money, e.g., the dollar, is still 
firmly established. The dollar may 
rest on full faith and confidence 
in government credit, as is the 
domestic dollar today, or on the 
full gold standard, as it was prior 
to 1933. The question is, which is 
sounder? 


This background should help us 
to see events in the light of prin- 
ciples and to explain why the gold 
standard, after a long and satis- 
factory record, became discredited 
in recent years in those countries 
that were unable to maintain their 
solvency and were forced off the 
gold standard, as well as in the 
United States when it was thought 
that the gold standard would be 
a handicap in carrying out public 
policies designed to promote eco- 
nomic recovery and full employ- 
ment, 


The Real Causes of the 1929-1933 
Depression 

An erroneous belief still persists 

that the gold standard was re- 

sponsible for the depression of 

1929-1933, and that the collapse of 


the banking system forced us “off 
gold” in 1933. The implication 
drawn from this belief is that it 
would be unwise to return to the 
gold standard because the same or 
similar forces would bring on a 
depression and throw us off gold 
again, leaving us worse off than 
before. 

The delusion that it was the 
gold standard that was to blame 
can be pretty definitely traced (a) 
to the widespread break-down of 
the gold standard in foreign coun- 
tries during 1929 to 1931, and (b) 
to the effect of contemporary 
partisan statements which were 
accepted almost as historical facts 
and the subsequent propaganda 
rationalizing the abandonment of 
the gold standard in 1933 and the 
final devaluation of the dollar in 
the Gold Reserve Act of 1934. 

The real causes of the 1929-1932 
depression are to be found in the 
economic maladjustments of the 
1920’s, both here and abroad. This 
was not fully understood at the 
time when it was thought that we 
were safely established on a “New 
Era” plateau of prosperity. When 
the collapse occurred it came as 
a great shock and surprise and 
one can hardly wonder that the 
layman was ready to accept any 
“authoritative” statement’ that 
carried plausibility. Professor 
J. A. Schumpeter asserted that 
“One of the most common in- 
dictments leveled at economists 
was their alleged inability to offer 
a satisfactory explanation of the 
world crisis of 1929-1932.” But 
inability to forecast is an indict- 
ment which might apply equally 
well to a physician who assures 
his patient that he is in good 
health a moment before his patient 
walks out of the office and drops 
dead or is run over by a truck and 
killed. 


In the light of historical per- 
spective, it is now fairly clear that 
an understanding of the business 
cycle history of the twenties (and 
on into the thirties) lies in the 
causes and nature of the unusually 
prolonged period of high invest- 
ment in producers’ and consumers’ 
durable goods. In times past ex- 
cessive investments and consump- 
tion had ultimately been checked 
by credit limitations, but during 
the ’20s a new factor, the Federal 
Reserve System, previded a steady 
supply of bank credit. Full em- 
ployment, a high level of income 
and high prospensity to consume, 
borne of optimism, sustained the 
demand for goods and a rising tide 
of speculative fever accounted for 
enormous flotations of new se- 
curity issues and a boiling stock 
market. 


The “New Era” optimism was 
reflected particularly in the pro- 
motion of new enterprises, real 
estate booms, and in the develop- 
ment of a variety of unsound fi- 
nancial practices in both short- 
and long-term markets. Inflation 
had taken place more in security 
values than in commodities and, 
although a decline in business it- 
self had already appeared in the 
summer, it was the dramatic 
break in the stock market in the 
fall of 1929 which brought on the 
painful liquidating process and 
sauve qui peu struggle which our 
banking and business structure 
was not designed to meet. 


The chief underlying factors 
responsible for the high level of 
investments and the areas in 
which we find evidences of eco- 
nomic maladjustments in the 
1920’s may be enumerated as fol- 
lows: 


(1) Real Estate, both urban and 
rural. The peak of a long-term 
building cycle was reached around 
1926: and, in the agrarian sector, 
mortgages made the plight of the 
farmer serious. 


(2) Market Saturation of Dur- 
able Goods. Rapid technological 
change, with increased labor pro- 
ductivity, quickly produced a 
market saturation of some com- 
modities, especially of durable 
consumer goods. The full impact 
of the automobile made itself felt 
during this decade, as did the ex- 


pansion of relatively new indus- 
tries such as electric power and 
equipment, radio, movies, etc., to- 
gether with the pent-up demands 
for plant. and machinery after 
World War I. Activity in the rail- 
road and public utilities industries 
was alse an influence in bringing 
about full employment and a high 
level of income, 


(3) Speculation on the Steck 
Market: Security 


figures representing investments 
made which were not justified in 
terms of long-run profit possibili- 
ties. The September, 1929, average 
weekly index of stock prices stood 
at 225 on the 1926 base of 100: 


(4) A Vulnerable Debt Status 
in all the above fields, namely: 
urban and farm real estate, con- 
sumer credit and security specula- 
tion, resulted from both reckless 
borrowing and audacious lending. 

(5) The weakness of the United 
States banking system produced 
three bank-failures epidemics and 
had a demoralizing effect on pub- 
lic confidence. 


(6) An elastic credit supply, 
and, except for brief intervals in 
1924 and 1927,1 an easy Federal 
Reserve money policy produced 
adequate bank credit to finance 
both business needs and the spee- 
ulative boom in securities and real 
estate. There was no shortage of 
capital, and business, becoming 
increasingly independent of banks, 
was not handicapped by lack of 
bank credit, despite the alleged 
diversion of commercial credit to 
the speculative security market. 
Actually, security loans were a 
source of inflationary purchasing 
media that stimulated business via 
speculators’ purchases of auto- 
mobiles, new homes, furs, and the 
like. 


(7) Stable prices and high busi- 
ness profits preduced delusions 
that “business was fundamentally 
sound.” The efforts of the Federal 
Reserve authorities were directed 
to the stabilization of the price 
level (i.e., commodity prices at 
wholesale). With the “discovery” 
in 1923 of the instrumentality of 
open-market operations as a 
method of credit control (i.e., 
voluntary buying or selling of 
bills or securities to ease or 
tighten credit through adding to 
or subtracting from reserves of 
member banks) the Federal Re- 
serve banks were no _ longer 
dependent upon discount rates, 
which were ineffective when 
member banks were in no need of 
borrowing. So great was the faith 
of the people that stable prices 
spelled stable business and that 
stable prices could be controlled 
by regulating the supply of money 
that bills were submitted in Con- 
gress for the purpose; for exam- 
ple, the Steagall bill in 1923 pro- 
posing a stabilized compensatory 
dollar and the Strong bill in 1927 
providing for a Federal Reserve 
mandate to keep the price level 
stable. 

In the latter twenties my friends 
on LaSalle Street chided me about 
continuing to give my courses in 
Business Cycles, with such com- 
ments as: “Don’t you know that 
we have learned to lick business 
cycles?” Businessmen and bankers 
too were very complacent about 
economic conditions right down to 
September 19, 1929. I have heard 
it said that the Harvard Business 
Service had to go out of business 
because they didn’t know how 
to allow for the effect of Federal 
Reserve policy on their baro- 
metric money curve (C) in making 
forecasts after 1927. The objective 
of commodity price stabilization 
proved to be a delusion. We were 
amazingly successful in attaining 
this goal, but in stabilizing com- 
modity prices we permitted other 
sectors of the economy, i.e., reak 


1 Total Federal Reserve Bank credit 
was permitted to fall from $1% billien 
to less than $1 billion early in 1924 and 
from nearly $2 billion te slightly over $1 
billion early in 1927 while Federal Re- 
serve rates were maintained, hence this 
represented a relatively tighter credit 
policy. a 
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estate, consumer credit and the 
speculative security markets, to 
become dangerously inflated. 


(8) Our domestic situation was 
complicated by our international 
economic relations. We made vast 
loans abroad, public and private, 
short-term and long-term. Some 
33-9 billion of foreign loans had 
sustained trade and payment bal- 
ances, i.e.. we sold more than we 
bought and made loans to for- 
eigners so that they could pay us 
back. Proceeds from these loans 
were not always wisely used, e.g., 
German public expenditures. The 
British had over-valued the pound 
when they followed the recom- 
mendation of the Cumliffe Com- 
mission in 1919 to return to pre- 
war parity ($4.86 in our ex- 
change). The United States, being 
a heavy creditor country, at- 
tracted gold, but gold imports 
were not effective in expanding 
bank credit and raising’ prices, in- 
terest, income, etc., because the 
Federal Reserve “neutralized” or 
“sterilized” the gold flow by off- 
setting sales of securities in the 
open market, thus taking as much 
money out of the market as was 
put into it. This so-called “gold 
paradox” was perhaps the first 
example of a systematic, planned 
central bank policy to supplement 
discount with open market opera- 
tions so as to stabilize credit in 
order to hold down the price level 
—and incidentally making it more 
difficult for England to get back 
on the gold standard in 1925. (The 
mechanics of this operation was 
first described in the April, 1923, 
mumber of the “Federal Reserve 
Bulletin.” ) 


The unwillingness of central 
banks to play according to the 
rules of the game was criticized 
by Keynes and his followers as 
“a weakness of the gold standard.” 
The Gold Delegation of the Fi- 
nancial Committee of the League 
of Nations, reporting in June, 
1932, also deplored the measures 
taken “in recent years” by central 
banks to offset gold movements as 
being “fundamentally in contra- 
diction with the gold standard 
system,” and they called attention 
to a logical conflict between the 
gold standard and domestic mone- 
tary stability: the former imposes 
external control; the latter must, 
under some circumstances, insist 


upon isolated, internal control. 
This, J. H. Williams, in 1932, 
called “the fundamental conflict 


between the principles of central 
‘banking and the principles of the 
gold standard. Central banks not 
unreasonably feel it necessary to 
hold surplus reserve for protec- 
tion against internal and external 
drains, but the gold standard as- 
sumes that banking systems are 
loaned up, that gold reserves are 
being fully utilized.” 

This so-called “conflict” is not 
one between central banks and 
the gold standard but is based 
rather upon a difference in eco- 
nomic objectives, namely, whether 
to emphasize domestic stability or 
international stability. As long as 
we trade with foreigners our 
economy will be affected by 
events abroad and we must face 
the prospect of making com- 
promising adjustments. Foreigners 
likewise must make choices. Cen- 
tral bank policy complicates the 
picture but the long-run problems 
are not made easier by going off 
the gold standard. 


England. a heavy debtor coun- 
try after World War I, having de- 
cided to go back to the gold 
standard at a prewar parity, found 
it very difficult to make the nec- 


essary economic adjustments to 
attain that end. Internationai 
stability could be obtained only at 
the cost of much domestic in- 


stability, and Keynes et al wanted 
domestic stability, with emphasis 
on domestic factors, e.g., prices 
and employment rather than the 
prerequisites of international bal- 
ance. The gold standard obviously 
had to break down but England 
abandoned it reluctantly and only 
after a valiant struggle when she 
discovered that she couldn’t have 
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both stabilities. A very natural as- 
sumption was made that the 
world’s monetary gold stocks were 
inadequate, and indeed, it became 
a popularly accepted view that a 
shortage of gold exercised a gen- 
eral deflationary pressure on 
credit and prices which eventually 
brought on the 1929 collapse. 


However, the Gold Delegation 
(referred to above) found that the 
trouble lay not in any overall 
shortage of monetary reserves, 
but in their maldistribution, and 
that maldistribution of gold, in 
turn, proceeded from a funda- 
mental disequilibrium in under- 
lying trade and capital movements 
—England, following an anti-de- 
flationary policy on a high price 
(and exchange) level basis, lost 
gold because it had a higher value 
elsewhere; e.g., in the United 
States and France. 


What part did the gold stand- 
ard play in the Great U. S. Boom 
that preceded the Great Depres- 
sion? At least it provided a stand- 
ard of value by which a few 
saner persons could judge the ex- 
tent of the distortions that de- 
veloped. If their wiser actions 
did not prevent the “bust” they 
surely tempered it. It is not clear 
that a difterent Federal Reseive 
monetary policy, 1927-1929 or 
earlier, would have prevented the 
depression although it might have 
helped to make it less severe. 
There were those who believed 
that credit expansion, both short- 
term and long, had reached the 
limits of prudence in 1927 and got 
out of the market. Though some 
got back in again this influence 
must have mitigated extreme ef- 
fects. Bad as the situation was, the 
limits of credit expansion under 
the gold standard were not even 
approached (Federal Reserve 
ratio averaged 63.3% for 1928) 
and the situation could have been 
worse. Had we not had an ample 
supply of gold and a favorable 
balance of payments, pressure on 
our banking reserves even might 
have operated to tighten credit 
and might have involved a break- 
down of the gold standard. How- 
ever, during the ‘20s hardly a 
whisper was heard in the United 
States against the gold standard 
and how it operated. But the 
ground was being prepared abroad 
for a change of attitude as we 
shall presently see. 


Why Did the United States Aban- 
don the Gold Standard in 1933? 


Foreign countries made valiant 
efforts to operate under the gold 
standard, but world trade and fi- 
nancial relations led to a mal- 
distribution of monetary gold 
which made it difficult for Eng- 
land and other countries to return 
to the gold standard and impos- 
sible to maintain it. In the United 
States, however, the operation of 
the gold standard was not the 
cause of the crisis of 1929 and the 
ensuing depression. Gold Standard 
considerations undoubtedly af- 
fected credit policy, e.g., the sharp 
rise in Federal Reserve discount 
rates to stave off gold outflow in 
the fall of 1931, mid-1932, and in 
early 1933, but our position as the 
world’s largest holder of monetary 
gold was never seriously threat- 
ened. When we eased off the gold 
standard it was not because we 
were forced off. It was a de- 
liberate, political decision and an 
unnecessary one so far as eco- 
nomic considerations were con- 
cerned. A strong case can be made 
that we would be living in a much 
happier world today had we made 
it our business to stay on the gold 


standard in 1933, rather than 
abandoning it in order to make 
way for a “managed” inflation. 
This story must be told in some 
detail. 


The world-wide liquidity crisis 
started when some debtor coun- 
tries with adverse trade balances 
were unable to export enough to 
meet service charges on their ex- 
ternal debt. The situation first be- 
came acute in raw material coun- 
tries, e.g., Australia and Argen- 
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We Cannot Restore 


Dollar-Gold Convertibility 


By RENE LEON* 

Princeton, N. J. 
Mr. Leon contends nation’s present gold reserve is far insufh- 
cient for immediate return to the full gold standard, and if 
gold were made available on demand and a rush to obtain 
gold should develop, it would cause the price structure to col- 
lapse. Holds gold is not: indispensable for confidence in the 

currency. 


The restoration of gold conver- 
tibility for the dollar is a prac- 
tical impossibility. 

We have approximately $22 bil- 
lion in gold, 
$30 biHion in 
currency out- 
standing, $130 
billion in 
bank deposits 
(excluding 
inter-bank 
deposits), in 
part guaran- 
teed by the 
Government. 
Thus, unless 
we decide to 
differentiate 
between one 
man’s $1,000 
bank deposit 
and another man’s $1,000 currency 
note —a hair-splitting distinction 
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deemability per se 


Rene Leon 


product of a _ metal, 


gold, our price structure would 
collapse and Government could 
not stem the tide until irreparable 
damage had been inflicted on the 
nation. Government would have 
to suspend gold payments once 
again and be obliged to resort to 
draconian measures to support the 
market for Federal obligations 
which constitute so large a pro- 
portion of the assets of our banks. 


Those who clamor for imme- 
diate gold redeemability for our 
currency are thinking in terms of 
the past, not in the realities of 
today. Nor do they make sense 
when they contend that gold re- 
is indispen- 
sable to confidence in a currency; 
for soundness in money is not the 
however 
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ditions which no longer exist. 
Contrary to popular belief the life 
of the International Gold Stand- 
ard was very short indeed, 1873 
to 1914 to be exact. It was unable 
to withstand the strain of its first 
test when World War I was de- 
clared, and all attempts to restore 
it under one guise or another have 
proved unsuccessful. The latest of 
these was the creation of the In- 
ternational Monetary Fund, an 
exchange-pegging device and, as 
such, a serious bar to progress. 


Free Gold Markets in the Future 


The past was one of weights 
and finenesses, of cash transac- 
tions, of restricted communiea- 
tions, of low standards of life. 
The present sees the translation 
of credit into increasing produc- 
tivity and rising living standards. 
The demand of the future will be 
for freer markets, for free rates 
of exchange which, by bringing 
international accounts into bal- 
ance, will spur progress. In the 
future economic scheme gold be- 
longs to the free market. Those 
who look upon the yellow metal 
as a store of value, even as they 
do diamonds and emeralds, can 
then go to the open market and 
there compete for its possession 
without disturbance to our price 
structure. Their currency notes 
will then become at all times fully 
redeemable in gold cs aaa 
market price and with no finan- 


with no practical difference—the 
ratio of gold reserves is approxi- 
mately 14%. This leaves out of 
consideration all Federal obliga- 
tions which, because they consti- 
tute a first mortgage on the total 
assets of the nation, including 
bank deposits, are, for all intents 
and purposes, equivalent to dollar 
bills with coupons attached. 
Now our prices are expressed in 
dollars; our price level is in good 
part affected by the abundance or 


precious, but the fruit of sound 
tiscal and credit management. To 
believe otherwise is to indulge in 
nostalgia for a past that is dead 
or to confess adoration for the 
Golden Calf. 


Like that of platinum or of 
precious stones the value of gold 
is extrinsic; none has intrinsic 
value; all are non-essentials. The 
world’s stocks of gold are hope- 
lessly inadequate when measured 
in terms of money and its equiva- 
lents. When measured in terms of 


cial responsibility to the rest of 
the community. 

As for the insatiable demands 
of the gold producing industry for 
constantly higher guaranteed 
prices for their product, they merit 
not the slightest consideration. 


Rutland Co. Formed 

(Special to Tue Financiat CHRONICLE) 
LOS ANGELES, Calif.—The 
Rutland Company has been 
formed with offices at 650 South 


scarcity of dollars. Thus if gold 
were made available on demand, 
and if, for any reason, a rush for 


gold should develop and an at- 
tempt were made to convert dol- 
lars and their equivalents into 


greater still. 





*A stateement presented by Mr. Leon 
to the Senate Banking and Currency 
Committee with reference to the Bridges 
Bill to restore gold convertibility. 


trade, rendering obsolete a 





the volume of trade, national or 
international, their inadequacy is 
For the growth and 
development of the systems of 
communications, of transport and 
of credit during the 20th Century 
have been such as to multiply 
many times over the volume of 


standard system adapted to con- 


Grand Avenue to engaze in a se- 
curities business. Officers are 
Henry Ballard, Chairman of the 
Board, Harold E. Higginson, 
President; Roscoe C. Williams, Jr., 
Executive Vice-President and 
Secretary, Charles S. Hobard and 
Henry W. Ballard, Vice-President. 
Mr. Williams was formerly with 
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Fostering Instalment Credit 


To Stimulate the Economy 


By THOMAS C. BOUSHALL* 
President, the Bank of Virginia, Richmond, Va. 


Virginia banker reviews history and progress of instalment 


credit financing by banks, and points out its sound record, 
even in depression years. Lays down premises in support of 
instalment credit, and concludes challenge to banking today 
is to seize the initiative and offer credit that will stimulate 

the economy. 


I 

In 1936 some very eminent Chi- 
cago bankers made the categorica! 
Statement that the Great Depres- 
sion of the 1930’s, sparked by the 
stock market 
debacle of Oc- 
tober, 1929, 
stemmed di- 
rectly from 
an excess of 
outstanding 
instalment 
credit. 

Yet the rec- 
ords show 
that no bank 
suffered a sin- 
gle dollar of 
loss based on 
credit ex- 
tended to the 
hundreds of 
finance companies whose activ- 
ities preceded the direct entrance 


Thomas C. Boushall 


of banking itself into this field. 
But these same records show the 
shearing off of great sections of 


bank capital in losses from the ex- 
tension of $8 billion in call loans 
on stock exchange collateral, and 
the collapse of great banks under 
the weight of lump-sum mortgage 
loans, payable in three to five 
years without benefit of appreci- 
able interim amortization. 

There is as yet no evidence 
whatsoever that any bank closed 
because of losses on instalment 
loans to individuals in that period. 
While corporate, government, 
state, and municipal bonds were 
being sold at heavy disccunts in 
those dark days, there is no rec- 
ord that I can find of a 
discount of a single 
credit portfolio. 

One of the very 
nent banks of that peried, 
even of today, advised a bank 
with which | am very familiar 
that its line of credit with it 
other like banks would be can- 
celed unless the small bank 
stopped buying instalment dealer 
paper and instead used the money 
to buy a selected and recom- 
tMmended list of corporate bonds. 
The lines were canceled. The in- 
stalment paper was bought. The 
bonds were not. The automobile 
paper furnished the bank an es- 
sential current profit. The loss 
in the bonds would have wiped 
out half the bank's capital. 

History shows us three things 
about this period of stress: 

(1) That the mild amount of in- 
Stalment credit outstanding in 
1929 was all safely liquidated by 
1931 with no appreciable loss to 
any one, whereas government 
agencies by the alphabetical dozen 
came to the rescue in other credit 
areas during that unhappy period 
to save banks, insurance com- 
panies, and other lending agencies 
and corporate structures that v 
collapsing from the impact 
losses sustained 

(2) That when it became neces- 


sale ata 


instalment 


ni- 
and 


fine and e 


and 


vere 


ot 


sary—in fact, essential—that the 
economy be restimulated and 
bank credit released for use by the 
people, who were being all but 
neglected by banks, the govern- 
ment in the for of the FHA 


turned to the instrument of inst 
ment credit to build confidence 
bank policy of 

the masses that 
mass demand fo! 


»1 
ii> 


granting loans to 
would create a 
goods produced 
*An address 
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in mass quantity that would in 
turn create mass employment and 


increased national income that 
would in time become self-sus- 
taining. As ae result, billions 


upon billions of credit tlowed out 
from the banks, insurance com- 
panies, Federally sponsored and 
guaranteed savings and loan asso- 
ciations, and government banking 
facilities: and it flowed out by 
means of the same _ instalment 
credit that a few yvears before had 
been considered somewhat less 
than respectabie. 

(3) That when at least ™ of 
1% was set up to absorb possible 
losses on instalment loans running 
from one to 30 years to buy any- 
thing from a hot-water heater to 
a whole house and lot, this '% of 
1% has so far proved far more 
than adequate to absorb all losses 


incurred and leave a handsome 
reserve for the future. 
II 
Having looked briefly at the 


record of instalment credit during 
the difficult years of depression, I 
want to lay down some premises 


with which I believe all of you 
assembled here today are in ac- 
cord. It is my earnest hope—and 


i believe the hope of the officers 
of the American Bankers Associa- 
tion and the Federal Government 

-that banking’s chief executives 
throughout the country either are 
now or soon will be in accord 
with what I shall try to set forth. 
It may be that there are a great 
many top managements of great 
and small banks throughout the 
country who are not in agreement 
with these premises for the simple 
reason, in my opinion, that they 
have not taken time to study the 
field and look at the record with 
sufficient thoroughness. To be 
frank, until these reluctant finan- 
ciers do acquaint themselves to 
this essential degree, the whole of 
banking will not fully respond 
even though the managements of 
the very largest banks and some 
of the very smallest and hundreds 
of banks of intervening size have 
long since accepted and have 
acted upon and are acting upon 
these premises in as full force and 
effect as can be reasonably under- 
taken. 

These premises have been so 
presented, debated, analyzed, re- 
searched, put to practical test, and 
proved out so completely that it is 
needless to elaborate upon them 


in detail for the benefit of this 
audience. I merely state them as 
essential background to the de- 


cisions the banking fraternity of 
America must make, and in mak- 
ing will either serve or fail the 
American people at a critical point 
in their developed leadership of 
the free world today. 

There are 10 of these premises: 

(1) The people of the United 
States of America have built the 
world’s most successful economy 
on the thesis of the recognition of 
the importance and the attain- 
ment, establishment, and main- 
tenance of the essential God-given 


aignity of the individual as the 
goal and apex of the civilization 
of the human race, 


(2) In seeking the fulfilment of 
this goal, the evolution cf our 
agricultural and industrial econ- 
omy and the formation and func- 
tioning of our governmental proc- 
esses at all levels have forever 
placed the individual as master 
and the agencies of the economy 
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or the government as servants to 
fulfill these ends. Abraham Lin- 
coln summed up this premise in 
his inimitable phrase, “Just as I 
would not be a slave, neither 
would I seek to be a master of 
others.” 

(3) The concept of the mass 
production of goods for individual 
consumption and in the introduc- 
tion of labor-saving machinery 
that enabled the employer to pay 
an ever rising wage to the in- 
creasing skill and productivity of 
machine operators has been, is, 
and perhaps always will be a par- 
ticular genius of American man- 
agement not yet fully appreciated 
by other nationals whose end 
goals are not inspired by the same 
spiritual concepts as we hold in 
this remarkable country. 

(4) Two old-world concepts 
have not atrophied the economy 
of this country as they have that 
of other older tradition-ridden 
lands: first, that it is unsound, 
wicked, and against all tradition 
to borrow money to buy that 
which one’s current cash savings 
will not provide; and second, that 
the world markets should be di- 
vided up by the producers of 
goods to prevent competition that 
would reduce profits of the priv- 
ileged classes or cause the instal- 
lation of expensive new machin- 
ery to meet competition and re- 
quire the training and higher pay 
of skilled workmen even though 
they in turn might become event- 
ual consumers of the larger out- 
put of goods. 

(5) As a corollary of four above, 
mass credit has been recognized 
an essential concomitarks of 
mass employment to create mass 
production and make possible 
mass consumption, which con- 
structive or benign spiral has 
served to accelerate the growth 
and development of the American 
economy to such comparatively 
fantastic proportions that we have 
not only become the most cur- 
rently prosperous people on earth 
in terms of income but also in 
terms of retained wealth distrib- 
uted among the mass of the peo- 
ple. 


as 


(6) The banks of the United 
States have since 1933 gradually 
acquired a rising proportion of 


the credit being extended to the 
purchasers of the output flowing 
from the production lines of 
American factories; that the pro- 
jection of this tendency fore- 
shadows an increasingly critical 
part that the banks are playing 
in this direct chain of action and 
hence a rising responsibility for 
the continuation of such credits at 
present levels related to national 
income and a responsibility as to 
the degree to which consumption 
credit shall be made available to 
the American people today and 
tomorrow. 

(7) The popularity, acceptance, 
support, and defense of the Amer- 
ican private enterprise system is 
wholly dependent upon its in- 
creasingly useful service to the 
people of this country through a 
rising quality and volume of goods 
at a reducing cost made possible 
through maximized consumption 
—consumption which is insepa- 
rably and inescapably tied to the 
ability, willingness, and enthusi- 
astic encouragement of the banks 
of the United States to supply the 
credit needed to finance the pur- 
chase by the ultimate consumer of 
mass-created goods and services. 


(8) The record of payment of 
the American people to accept 
and meet their imposed tax obli- 


gation, which is the _ inherent 
strength behind our Federal Gov- 
ernment bonds, is paralleled by an 
equal and unexcelled willingness 
to accept and meet their volun- 
tarily developed instalment credit 
payments. 

(9) The pattern of purchase of 
so-called hard goods — automo- 
biles, home equipment and appli- 
ances—and the settlement of cur- 
rent bills, school costs, hospital 
expenses, and like family living 
requirements is now so inextric- 





ably interwoven into our banking 


system that the opportunity to 
withdraw from rendering this 
type of service has long since 


passed if the banks of the nation 
wish to keep their status and 
grow in public esteem as servants 
of the people. 

(10) The final premise of this 
decalogue of banking is that the 
advanced economy and _ society 
which we here in America have 
created has developed to a point 
where mere survival and exist- 
ence is no longer a problem for 
the vast majority of our p2ople 
but where modes of living, kind 
of employment, location of resi- 


dence, and hours of work are 
matters of choice; and where 
leisure time is available for va- 


cation, recreation, spiritual devel- 
opment, and cultural advance- 
ment. As a result, American mass 
production is not geared to the 
basic needs of individuals but 
rather to the fulfilment of their 
desires and ambitions, which are 
such an integral part of every 
man’s own effort to raise his 
standard of living. This makes it 
imperative that the banks of this 
country set aside a_ sufficient 
amount of their loarable funds to 
assure the availability of all the 
credit that is needed to allow the 
American people to fulfil their de- 
sires and thereby sustain the flow 


of raw materials from fields and 
mines and forest and sea on into 
soft and hard goods, food, and 


services, diversion, and education. 


aI 

Secure in the knowledge of the 
untarnished record of instalment 
credit which behind us, and 
with the 19 basic premises I have 
tried to outline before us, the 
present critical point in the eco- 
nomic history of our nation pre- 
sents a challenge which the 
American banking fraternity can- 
not afford to ignore. 

That challenge s:mply stated is 
this: banking must accept instal- 
ment credit on its record, en- 
courage and expand its use, and 
by so doing serve the American 
people well in these important 
times. 

This challenge is couched in 
terms of the economic, social, and 
spiritual expression of the do- 
mestic life of our people. It con- 
tains the explosive quality of the 
maintenance of our economic 
standards and productive capacity, 
so that, by offering to share with 
the rest of the world, the Ameri- 
can people have attained the lead- 
ership of the free peoples and 
have become the defending cham- 
pion against those forces benind 
the Iron Curtain who await their 
day of victory should our system 
of free enterprise collapse. 

If there are those among you 
here who themselves believe the 
banks should draw back and let 
the tempo of our productivity die 
down because there miezht be 
small losses to be borne in a con- 
tinuation of sound credit extended 
to good American working peo- 
ple, they must weigh the conse- 
quences of that action. 

If there are those among you 
who come from banks whose top 
managements have indicated a 
fear of this type of service, are 
frightened by a small rise in de- 
linquency, are fearful of some 
losses in a possible era of rising 
unemployment—seek to have that 
management give consideration to 
the alternatives. 

The Federal Government prom- 
ises to move in wherever an eco- 
nomic vacuum may even indicate 
development. The present Admin- 
istration has assured the people of 
all the stimulus that the economy 
may need to keep functioning at 
the current or even a higoer rate. 
Consider a rising tax rate to sup- 


is 


port such measures and compare 
that possibility with the pcssible 
slow pay of a small per cent of 


your accounts and an even smaller 
per cent of eventual Con- 
sider a loss reserve ' 
of volume that 


loss. 
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should be 
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out of current income, and com- 
pare it to 1 or 2 or 5 or 10 per- 
centage points rise in your pres- 
ent tax rate. 

The challenge to the bankers of 
America is to consider a larger 
diversion of funds into credit that 
will stimulate consumption and 
raise production under the aegis, 
under the genius, under the con- 
trol of the American free enter- 
prise system. Indeed it is not to 
stay the process, withhold credit, 
and atrophy the very program, 
that for 20 long years under a 
New and Fair Deal Government 
we hoped one day we might find 
full and free opportunity to ex- 
press. 

Go back, if you please, to 1940 
or 1945 or 1950; envision a change 
then of Federal Administration 
that would say to business and to 
banking, “We want to encourage 
and not harper business. We 
want free enterprise and not gov- 
ernment to see to its stimulus, ex- 
pansion, and fulfilment. We want 
to reduce taxes and put more 
money in the people’s hands for 
them to spend on their own 
choice, and not have their money 
taken in taxes and spent by cen- 
tral bureaucrats.” 

It would have been beyond our 


fondest dreams four, nine, or 14 
years ago. 

Today we have it. Today we 
must not be afraid. Today we 
must calculate the risks of the 


alternative. 

Today the challenge to banking 
is to seize the initiative, offer the 
credit that will siimulate the 
economy, desnite what small risks 
may be involved. Banking must 
give that impetus, under a sym- 
pathetic and cooperative govern- 
ment, which will not only sustain 
but will serve to expand soundly 
and constructively the economy of 
the greatest people in the great- 
est land that Providence has let 
emerge in this day and time. 


Hulburd & Johnston 
Partners in Fahnestock 


Fahnestock & Co., 65 Broadway, 
New York City, members of the 
New 


York Stock Exchange, an- 
nounce that DeForest Hulburd 
and Hulburd Johnston will be- 


come limited partners in their 
firm as of the close of business on 
April 30th, 1954. 

Gustaf M. Benson and Samuel 
J. Smith will become associated 
with Fahnestock & Co. in Chicago 
and will continue to manage the 
former branch offices of Hulburd, 
Warren and Chandler. Frank J. 
Young will continue in his super- 
visory capacity on the Floor of 
the Chicago Board of Trade. 

The offices of Hulburd, Warren 
& Chandler in Battle Creek, Bay 
City, Flint, Grand Rapids, and 
Kalamazoo, Michigan; Dixon & 
Kankakee, Illinois, Kentland, In- 
diana, Madison, Wisconsin and 
Toledo, Ohio, will become offices 
of Fahnestock & Co. 


Cohu Announces Wire 
To First Securities 


Cohu & Co., members of the 
New York Stock Exchange, an- 
nounce the establishment of a 
private wire service from their 
Philadelphia and New York of- 
fices to Chicago in association 
with the First Securities Company 
of Chicago. 


Chicago Analysts to Hear 

CHICAGO, III. The Invest- 
ment Analysts Society of Chicago 
on May 6th will hear George P. 
Hitchings of the Ford Motor Com- 
pany who will speak on the 
“Automobile Industry and Gen- 
eral Business in 1954.” 
The next meeting of 
ciation, following the 
convention, will have foi 
ject Philip Morris & Company, 
Ltd., Inc. 


the asso- 
Analysts’ 
its sub- 
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Pros and Cons of the 
Closed Shop Issue 


By ELINORE MOREHOUSE HERRICK* 


Personnel Director and Editorial Staff Writer, 
New York “Herald-Tribune” 


Contending ban against the closed shop in the Taft-Hartley 
Act is breaking down, because of the exclusive bargaining 
powers given to majority representative of employees, promi- 
nent labor relations expert says there is an inevitable tendency 
toward seeking the closed shop when unions take over manage- 
ment cf welfare funds. Upholds Taft-Hartley ban on union- 
forced discharge of employees, and points out, once employer 
has accepted principle of compulsory unionism, he is stuck 
with it. Stresses value to employers in dealing with respon- 
sible union to which workers are bound and to which all em- 
ployees belong. 


Personally I have very mixed 
feelings about the closed shop. 
It was devised long before work- 
ers had a legally protected right 
to organize. It 
was a defens- 
ive measure 
to prevent 
employers 
from destroy- 
ing unions and 
from breaking 
down hard- 
won wage 
scales. The 
worst evil ot 
the closed 
shop comes 
when it is 
joined to the 
“closed un- 
ion.” Shortly 
after World War II I recall that 
two young veterans came to me 
te see if I could help them get 
jobs in the “Herald Tribune” com- 
posing room. Both had uncles 
who were working there and who 
were members of “Big Six’’—the 
Typagraphical Union. The y 
wanted to join the union, but said 
they had been told by the union 
that merely having uncles who 
were members did not qualify 
them for membership, and that. to 
gain admission their fathers Had 
to be members. 

Although the Taft-Hartley Act 
bars the maximum form of closed 
shop, there are many pressures 
arising from the form of exclusive 
representation bargaining which 
is our national legal pattern and 
from the wide-scale adoption of 
“fringe” benefits that are leading 
more and more to the breakdown 
of this ban in the Taft-Hartley 
Act. I shall point out some of 
these aspects as I go along. 


The Closed Union 


Whether we like it or not a case 
can be made for “the closed 
union.” The highly successful 
union which has won high wage 


M. Herrick 


Elinore 


scales and all the “gimmicks’’ it 
could devise will attract more 
recruits to the industry than 
there are jobs. In an_indus- 
try which contains irrespons ‘le, 
small employers, there is some 
reason for not only the closed 
shop but the closed union as a 
means of protecting the gains 


won from the chiseling employer. 
I remember the fly-by-night gar- 


ment shops of the 1930's who. lit- 
erally, overnight fled from New 
York City to New Jersey and 


Pennsylvania and what a dread- 
ful social and economic problem 
they posed to the Internationa! 
Ladies’ Garment Workers’ Union. 
The ILGWU union shops and con- 
tract clause binding an employer 
not to move for the duration of 
the contract were a direct fruit of 
those experiences and it has been 
good for New York City’s econ- 
omy. 

There is an inevitable tendency 
toward seeking the closed shop 
when unions take over the man- 
agement of welfare funds. Unions 
with welfare funds can not be ex- 





*An address by Mrs. Herrick before 
the Spring Meeting of the Academy of 
Political Science, New York City, - April 
21, 1954. 





pected to admit new members, 
take responsibility for them, when 
the union knows that its particu- 
lar labor market is glutted or 
when it has unemployed members, 
letting new members drain off 
benefits to the detriment of old- 
time members. Some of the tes- 
timony before the present session 
of Congress has _ indicated that 
there have been abuses of these 
union managed funds by with- 
holding benefits from workers 
who have shown less than 100% 
enthusiasm for the union leader- 
ship. Even when such funds are 
set up as jointly managed by 
unions and employers, it is regret- 
table but necessary to note that 
employer representatives on the 
fund too often fail to measure up 
to their responsibility in that con- 
nection. The scandalous misuse 
of the building service union fund 
in which Howell was murdered is 
a case in point—there was em- 
ployer representation in the man- 
agement of that fund in theory 
but not in practice. 


Unions want the privileges that 
flow from the status of ‘volun- 
tary associations.’ Too often they 
want this without the responsi- 
bilities. A major responsibility of 
free association to persuade 
rather than coerce membership. 
The unions have so many power- 
ful arguments for gaining mem- 
bers by persuasion that one would 
think they would be more aware 
of the greater loyalty that per- 
suasion rather than coercion gen- 
erates. Hardly a day passes on 
my own job that I am not made 


iS 


aware of how much trade union- 
ism has done to raise the wage 


level, to protect workers from un- 
just discharge and to improve 
working conditions. I know also 
that strong unions have imposed 


many costly and unsound prac- 
tices on industry — “teatnerpned- 
ding” in my own industry—the 


working rules on the railroads for 
another example. But I look at 
an employee record that shows a 
starting wage of $4 a week back 
in the 1920’s and today this same 
man or woman is getting $85, $90 
$100 for 


or virtually the same 
work. To a very large extent the 
union is responsible. The big 
jump in wages in these cases came 
the year of the first union con- 
tract. 3ecause so much of the 


present well-being of the workers 
is due to the efforts of the unions 
through collective bargaining. I 
don’t realiy like “free riders” my- 
self and have a fundamental sym- 
pathy with union determination 
to have all employees in the col- 


lective bargaining unit join the 
union—at least the younger em- 
ployees. I think the old-time em- 


ployee who does not want to join 
the union presents a_ problem 
which I will discuss a little later. 

3ut I remember with sadness 
and a sense of guilt the man who 
in 1933 had a job with the Lily 
Tulip Cup Company. When Bix 
Six organized that plant they 
forced his discharge. I found out 
that 20 years earlier he had been 
a member of the union, had gone 
on strike at a Kingston print shop 
but had gone back to work before 
the long strike had ended. He 
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had had to choose between the 
union and starvation for his wife 
and seven children. This was be- 
fore unemployment insurance and 
large scale welfare relief plans. 
Parenthetically, I don’t think we 
realize fully what a big differ- 
ence these social devices have 
made in the psychological ap- 
proach of workers to strikes, their 
willingness to embark upon them 
and to stick with them. Because 
this man had helped break a 
strike 2¢ years earlier the union 
hounded him and ousted him from 
the Lily Tulip Cup job. 

This is one case—and there are 
many others—has stuck in my 
throat for 21 years. But there 
was nothing I could do about it. 
I was then Chairman of the New 
York City Board to administer 
Section 7A of the NRA. But to 
this day that man haunts me. I 
argued with the Big Six leaders 
who- were my friends but to no 
avail. The Taft-Hartley Act now 
prevents a union from forcing dis- 
charge for any reason other than 
non-payment of union dues or in- 
itiation fees. Even if the union 
expels him the employer can not 
discharge him for other than these 
two stated reasons. From my 
standpoint, this is one of the im- 
portant reforms produced by the 
Taft-Hartley Act. I hope this pro- 
vision of the law is never weak- 
ened, though President Eisen- 
hower has proposed that it be. 


I operate now under a union 
shop agreement which requires 
that nine out of 10 new employees 
must join the union within 30 
days to retain their jobs and that 
present members must maintain 
their membership. This form of 
agreement protects the rights of 
the long-term employee to remain 
out of the union if he wishes. I 
save our one in ten exemptions 
because I really believe it is bet- 
ter for the management to have 
all employees in the union. It 
reduces internal friction. In ad- 
dition, I want to use the exemp- 
tion when an individual is reluct- 
ant to join or when he is to fill a 
top grade job which is likely to 
lead him into a supervisory posi- 
tion. I always urge the new em- 
ployees to be active in the union, 
to attend meetings and really take 
part in the making of union pol- 
icy. 

Compulsoy Unionism Made More 
Complex 

The right of exclusive bargain- 
ing which the Wagner Act im- 
posed and Taft-Hartley has con- 


tinued and which is the bed rock 
of protected union organization 
today, has made the problem of 
compulsory unionism much more 
complex. The union shop is an 
attempt to reconcile degrees of 
compulsion with the basic tenets 
of a free society and the freedom 
of association under which unions 
claim to operate. Exclusive bar- 
gaining rights whereby the union 
is legally required to bargain 
alike for members and nonmem- 
bers in the bargaining unit tends 
to force the closed shop. The lat- 
ter leads toward union monopoly 
in the labor market. In an in- 
dustry where the closed shop in 
its various forms has long been 
established it is unrealistic to 
think that the Taft-Hartley Act 
has abolished a de facto closed 
shop. Politically the subject of 
union monopolies seems too hot 
to handle. Yet, it seems to me, 
with the extension of unionization 
and compulsory unionism that the 
monopolies being created thereby 
will have to be faced before long. 


One aspect of this problem is: 


the fact that, although we speak 
of determination by majority 
whether a given union should re- 
ceive exclusive representation 
rights, actually a majority of those 
who vote—not a majority of those 
in the bargaining unit—decide the 
issue. That is why during the 
early Wagner Act days employ- 
ers urged all employees in the 
bargaining unit to vote. But they 
don’t all do so. That is also why 
employers also carved out some 
mighty strange bargaining units 
when consenting to an election 
because they wanted to include 
the votes of persons they assumed 
would be anti-union. It seldom 


worked as planned. After the 
union is established we _ pass 
clearly from any semblance of 


majority rule to minority rule; 
15-20% attend union meetings and 
decisions are reached chiefly by 
voice vote. So actually you get 
the coerced vote of a minority 
which can make its policy bind all 
because of the fiction of exclusive 
bargaining. This hard core mi- 
nority can force the granting of 
some form of compulsory union- 
ization. Even when the govern- 
ment ran the union shop elections 
the results were overwhelmingly 
for the union When the 
union has the of closed 
shop or even a union the 
power delivered to it mi- 
nority is very great. 


shop. 
power a 
shop 
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Employers’ Responsibilities in 
Relation to Closed Shop 


What are an employer’s re- 
sponsibilities in connection with 
the closed shop in any of its de- 
grees or forms? When the News- 
paper Guild appeared to be Com- 
munist-dominated I know that l 
could never have forced myself to 
consign employees willy-nilly to 
membership. Suppose you are 
dealing with a racket-ridden un- 
ion and you know that a large 
part of the wages the union won 
from you are going to be taken 
away from the employees on your 
payroll—what is your responsi- 
bility then? Can an employer al- 
ways afford to act according to 
his convictions? 

The Protestant Council of 
Churches has made a study of the 
extent to which Christian ethics 
are carried forward into our busi- 
ness lives. But there are hard 
realities in opposition. I have a 
great respect for the leadership of 
the Newspaper Guild today but 
what is the guarantee that it will 
maintain the caliber of its present 
leadership? 

Once an employer has accepted 
the principle of compulsory un- 
ionism as a practical matter he is 
stuck with it and so are his pres- 
ent and future employees, despite 
the provision of the Taft-Hartley 
Act which gives the employees 
the right to petition for a decerti- 
fication vote. I have seen’a few 
instances of the kind of interne- 
cine war that such a situation de- 
velops and the destruction of pro- 
duction resulting from the turmoil 
of the fight. And there are too 
many examples of firms that have 
peen forced out of business be- 
cause their employees rejected a 
powerful union, such as the Team- 
sters’ Union. 

But where you have a responsi- 
ble union there is much good that 


can flow to an employer from 
having a work group that is bound 
together by the ties of union 


membership. The union has then 
a status of authority which it can 
exercise responsibly. For exam- 
ple, back in 1948 we were having 
a dreadful time with absenteeism, 
percentages of paid days lost to 
total work days were running as 
high as 11% in some departments, 
4.6%, 3.9%, ete. I put the prob- 
lem up to the Newspaper Guild 
for it is in their contract that we 
have an exceptionally liberal sick 
leave program up to 20 weeks full 
pay and 20 weeks half pay after 


Continued on page 30 
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Industrial stocks were 
troubled by occasional irregu- 
larity this week, but the rails 
were able to ignore it all 
pretty well to keep the nine- 
month divergence between 
the two groups alive. Except 
for recent sprinters like 
Douglas Aircraft, which 
gained 15 points last week 
and lost as much as five of 
them in one session this week, 
it was all very orderly and 
rated as merely a technical 
reaction. 


% % % 


The flood of annual meet- 
ings and dividend declara- 
tions kept most of the market 
in a highly selective frame 
and there was considerable 
evidence that investors were 
far from happy over the mere 
ability of a company to keep 
up its regular payment, par- 
ticularly in cases where earn- 
ings had indicated that some 
largesse by the directors 
might be in order. These, for 
the most, were largely mo- 
mentary upsets with recovery 
rather rapid. 

Rather widespread expecta- 
tions that U. S. Steel would 
have some good dividend 
news in the first quarterly re- 
port of the year were dashed 
when the usual 75 cents was 
voted out of earnings of $1.48. 
It failed to upset the fanciers 
of the steels too much, par- 
ticularly since Bethlehem’s 
meeting today is of some un- 
usual interest since at the last 
meeting the usual payment 
was doubled, presumably as 
a one-time shot. 


ve 
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Cushioning Power of Taxes 


U. S. Steel did serve to il- 
lust:. te the cushioning power 
of tax :s which is getting to be 
a famil’ r story. The quarter’s 
sales f{ 'l some $97,000,000 
but with taxes down $33,000,- 
000, the final net profit re- 
ported was off only around 
$4,545,000 from the compara- 
ble period a year ago. It 
works out to $1.48 against 
$1.65 which is a moderate 
trim on a slash in gross of 
that scope. And it belies the 
dour estimates of a couple of 
years back that red ink would 
appear at less than capacity 
operations. The rate for Big 
Steel was less than 817. 

As far as the temporary de- 
clines are concerned—and 
April has had its full share of 
setbacks including two late 
tapes — the urgency of the 
selling seems to be dwindling 
on each successive occasion. 
Early in the month a one-day 
upset trimmed the best part 
of three points from the in- 
dustrials and last week’s cor- 


rection was a penny under 
two points while this week’s 
reaction just managed to 
struggle across the full point 
line. And none of these one- 
day halts has kept the list 
from recovering rapidly and 
forging further into the area 
traversed before only in 1929. 
v% % w 


Continuing High Volume 

Among the week’s inciden- 
tal achievements was the 24th 
day of volume exceed ing 
2,000,000 shares which, in less 
than four months, exceeded 
all of 1953’s efforts when only 
23 sessions produced that 
much volume. Apart from be- 
ing of comfort to the brokers, 
the volume indications lean a 
bit to the favorable side tech- 
nically since the best session 
of the year so far—2,690,000 
—was achieved as the indus- 
trials pushed decisively across 
the 300 line. 

ad % % 

Of similar profit to the 
arbitrageurs was the start of 
trading in the new General 
Electric stock on a when- 
issued basis, the shares being 
those to be issued in a three- 
for-one split effective next 
week. The new shares began 
trading at a price equivalent 
to a full point higher than the 
old issue, which is plenty of 
room for a nimble trader. The 
split jumps GE from seventh 
to second largest issue listed, 
its new total of 86,537,782 
shares being second only to 
the 88,514,000 of General 
Motors, and well above third- 
place Jersey Standard’s 60,- 
571,000 shares. 


x 
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New Lows Increasing 


That it was far from a one- 
way street throughout was 
best illustrated by a rather 
persistent increase in the list 
of issues making new 1954 
lows. With only one break in 
the chain, the daily total of 


new lows has shown a steady 
increase for the last dozen 
sessions and this week com- 
prised the longest list seen so 
far this year. The coal, carpet, 
textile and sugar groups had 
members prominent in the 
new lows; and Schenley and 
Studebaker, no newcomers to 
the tabulation, continued to 


show in those of this week. 
% *% sd 


A distinct casualty of the 
week was National Automo- 
tive Fibres, which came to the 
point where it had to halve 
the dividend. The issue re- 
acted a bit violently, losing 
20‘% of its value in one ses- 
sion, and in the retreat wiped 
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out all ground gained labori- 
ously since 1949. 


American Telephone was 
back in the spotlight to an 
extent by finally making an 
appearance on the new high 
list after nudging right up to 
the line a couple of times, 
only to find the task too 
much. And, as a matter of 
fact, the year’s low for the 
issue so far is well above the 
lows posted every single year 
since 1946 although crossing 
the 165 line is still well below 
the 310 attained in 1929 and 
the 200 reached in 1946 when 
the industrial average was 
levels. 


Ped 
- 


far under present 


Profit-Taking in Aircrafts 
and Metals 


Profit-taking after the re- 
cent good strength had to take 
the lion’s share of the blame 
for the setbacks in the air- 
craft and metal shares. But 
even in the case of Douglas 
and the rather severe buffet- 
ing it had to take, the present 
price is still some 50‘ above 
the final price of 1953 and 
hasn’t dislodged it from its 
second-place spot as one of 
the issues that gained the 
most pointwise since the end 
of last year. The 93-point im- 
provement in _ International 
Business Machines since the 
end of December, of which it 
has subsequently retraced the 
merest handful, is by far the 
year’s best gain in points. 

* % 
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The automobile shares and, 
to a lesser extent, the shares 
of auto suppliers are still far 
from building up any investor 
following. Only General 
Motors shows any inclination 
to buck the downdrift. Rails, 
similarly, are not popular at 
the moment because of poor 
results during the early part 
of this year. But for them it 
is merely the continuation of 
an aged trend. The report by 
Massachusetts Investors 
Trust, showing sufficient con- 
fidence to warrant an impor- 
tant addition of Santa Fe and 
a good increase in Union Pa- 
cific holdings, helped stiffen 
the two issues concerned. But 
it wasn’t of much concrete 
help to the rest of the group. 

% % % 

Technically, little in the 
way of indications are being 
given by the market current- 
ly. Industrials ran into a bit 
of congestion at about 315, as 
had been expected in more 
than a few circles. Rails are 
in midstream, threatening 
neither their 1954 high which 
has rebuffed them a couple of 
times, nor their year’s low. 
Consequently no “signal” 
areas have been breached. 

* * 


Reaction Ahead? 


Psychologically, the expec- 
tation that some reaction is 
drawing close seems to be 
spreading. For one, the indus- 
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Recession to End Soon, but Full 
Recovery May be Delayed 


By MURRAY SHIELDS* 


Vice-President 


and Economist 


Bank of the Manhattan Company 


Although predicting an early end of the current business re- 

cession, Mr. Shields points out that, because of the big build- 

up in debt, the heavy increase in military outlays and the sub- 

stantial expansion of productive capacity accompanied by in- 

crease in stocks of consumers durable goods, a fairly long 

pause in spending may be necessary before the forces of recov- 
ery can fully reassert themselves. 


The decline in business activity 
which began almost a year ago 
should soon 
have run its 
course al- 
though the 
necessity for 
far-reaching 
read justments 
after so long 
a period of 
boom may 
well mean 
that full re- 
covery will be 
delayed until 
1955 or per- 
haps 1956. 
Several devel- 


Murray Shields 
opments sug- 


. gest that the declining phase in 


business should end within a few 
months: 

—The stock, bond and basic 
commodity markets which view 
the outlook with a cold and real- 
istic eye and day by day reflect 
the efforts of investors, traders 
and purchasing agents to place 
their bets on the future are giving 
“boom” signals instead of reflect- 
ing any fear of depression. 

—Some of our “bellwether” in- 
dexes, especially housing construc- 
tion contracts and current and 
planned capital outlays by busi- 
ness, are showing no signs what- 
ever of any material recession. 

—If we had not lived so long 
in a super boom, the present situ- 
ation would be viewed not as a 
recession but as a period of pretty 
good but highly competitive busi- 
ness. 

—Inventory contraction should 
soon reach a point where many 
businesses will have to reenter 
the market. 

—Retail sales have declined far 
less than production, and 

—Despite the declines which 
have occurred in the past nine 


*An address by Mr. Shields before the 
Annual President’s Dinner, Milwaukee 
Control of the Controllers’ Institute of 
America, Milwaukee, April 20, 1954. 


trials have climbed a long 
way without any worthwhile 
correction and the minor ones 
that have come along have 
been wiped out speedily in 
subsequent recoveries. There 
is always the rail divergence 
to generate caution, too. But 
in looking for an overdue re- 
action, it is a question of size. 
ca x 1% 

The bullish element is still 
far in the majority and only 
minor reactions are seen. 
Some analysts see at least 325 
or 330 for the industrials be- 
fore any. reaction of. an inter- 
mediate nature would be 
kindled. Others who have 
watched the market advance 
far beyond expectations, 
merely dismiss any secondary 
reaction as not being indi- 
cated “at this time.” 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.) 


months, incomes, profits, business 
volume, employment, retail sales 
and business investment are today 
far above predepression, prewar 
or pre-Korean levels. 


Significance of the Business 
Decline 


Business volume has undeniably 
declined more than everyone 
hoped would be the case and 
more than many had anticipated 
but there remain many reassur- 
ingly strong elements in the pres- 
ent economic situation. One of 
them is that it is obvious beyond 
question that what has happened 
to business in the past nine 
months has not made “a bunch of 
economic hypochondriacs” out of 
our businessmen. It is of tremen- 
dous significance that the decline 
in business— 


(1) Has not caused businessmen 
to panic—there being, on the con- 
trary a spirit of calm confidence 
all through the business structure. 

(2) Has not caused businessmen 
to reduce their estimates of the 
long-term growth potential of the 
country—there being little evi- 
dence that capital expansion pro- 
grams based on sound and realis— 
tic market analyses are being cut 
back or delayed. 

(3) Has not caused businessmen 
to “dive for the nearest storm cel- 
lar” but has been used by them 
to make realistic reductions in 
costs and inventories—there being 
every assurance that before many 
months have passed inventories 
will be sufficiently in line with 
sales to permit many concerns to 
reenter the markets and that re- 
ductions in costs will soon begin 
to stimulate demand, and 

(4) Has not caused businessmen 
to fear “another 1929” but has 
deepened their conviction that 
what basically is involved in the 
“recession” is a return to more 
nearly normal conditions after a 
long period of overinflation, over- 
employment, overuse of produc- 
tion facilities, overly-easy selling 
and overly-easy profits—it being 
regarded as neither shocking nor 
surprising that the normal condi- 
tion for business is one in which 

—Industry is operating at a bit 
less than capacity. 

—There is a moderate amount 
of unemployment and no overtime. 

—Business volume is moving up 
and down but with the long-term 
trend firmly upward. 

—Prices are fluctuating up and 
down around a level instead of an 
inflationary trend, and 

—Competition is severe enough 
to “separate the men from the 
boys.” 


Can We Talk Ourself Inte a 
Depression? 

With businessmen so well in- 
formed, so realistic, so statesman- 
like and so busy drawing up plans 
for a great expansion over the 
long-range future, I cannot bring 
myself to believe that we can “talk 
ourselves into a depression.” 

What concern there is as to the 
outlook among some government 
officials, economists and business- 
men appears to be based on two 
factors. First, is the conviction 
that after so big a buildup in debt, 
so sharp a rise in military out- 
lays, so substantial an expansion 
in productive capacity and soe 


Continued on page 46 





Vol. 179 


Today’s Banking Problems— 
Tomorrow's Opportunities 


By BENJAMIN F. SAWIN* 


President, Provident Trust Company of Philadelphia, 
Philadelphia, Pa. 


Commenting on problems facing bankers, Mr. Sawin points to 

government’s low interest rate policy as cutting into profit 

margins. Cites downward earnings trend of banks in Third 

Federal Reserve District. Calls attention to need of better utili- 

zation of bank personnel in building business volume and in 

reducing costs, and concludes banks and the economy at large 
are in sound condition. 


Problems are incident to prog- 
ress. Like death and taxes, they 
are always with us. If some of the 
present indications materialize, we 
shall soon be confronted with a 
mew crop of problems. As is usu- 
ally the case, they appear more 
difficult than those previously ex- 
perienced. In any event, I believe 
that the maintenance of a satisfac- 
tory profit margin in the next sev- 
eral years will be more difficult 
than in the recent past. 


Profit margins are, of course, of 
paramount importance to all of us 
and in order to evaluate the situa- 
tion which has developed since 
1945, it might be well to review 
briefly certain pertinent figures 
of the member banks of the Third 
Federal Reserve District which 
embraces the area in which most 
of us conduct our businesses. 


Gross earnings of District mem- 
ber banks have increased from 
$131 million in 1945 to $256 mil- 
lion last year. 

Operating expenses, excluding 
taxes, have increased from $79 
million to $154 million. 

Thus, net operating earnings be- 
fore income taxes have increased 
from $52 million to $102 million. 

By the very nature of a bank’s 
business, however, these improved 
net earnings are vulnerable to the 
impact of lower money rates and 
possible lower loan volume with 
little prospect for material shrink- 
age in our higher operating costs. 

Up to this point, bankers and 
businessmen might say, “We are 
all in the same boat.” Financial 
institutions are unique in one re- 
spect. In no other field of enter- 
prise does Government seek to 
lower the price level. Its efforts 
are rather directed toward price 
support. Deflation is unpopular to 
most Americans except as applied 
to interest rates. For some reason 
cheap money has come to be re- 
garded as a primary economic 
stimulant, although the _ record 
does not offer much support to 
those who advocate that theory. 


The Loan Bank Earnings Trend 


The problem posed by cheap 
money will become apparent when 
we observe the changes which 
have occurred in the earnings pat- 
tern of our Third District member 
banks since 1945. The increase in 
gross earnings during this period 
has had three principal sources— 

(1) An increase of about 21% 
in total assets. 

(2) The shift from Government 
bond holdings into higher income 
yielding loans: Governments com- 
prised 57% of assets in 1946 and 
about 38% in 1953. Loans, on the 
other hand, increased from 14% of 
total assets in 1946 to 33% last 
year. 

13) The rise in interest rates: 
The average return on Govern- 
ment holdings increased during 
the period by about 20% to 2.16%. 
Loan interest rates throughout the 
District increased significantly 
mainly in the case of the larger 
banks, whose rates are more sensi- 
tive to changes in the money mar- 
ket. Thus, the average loan in- 
terest rates of banks with deposits 
over $100 million increased from 
a little better than 242% in 1946 


*Talk by Mr. Sawin at the Correspon- 
dent Bank Conference and Business Fo- 
gum of the Provident Trust Company of 
Philadelphia, Philadelphia, Pa., April 21, 
4954. 





to a little under 5% last year, 
almost doubling gross income. 


The cumulative effect of these 
several factors has been to in- 
crease gross earnings as a per- 
centage of total assets from 2.2% 
to 3.16% in the period 1945 to 
1953. During the same period oper- 
ating expenses, excluding income 
taxes, have increased from 1.5% 
of total assets in 1945 to 2% last 
year, Our basic problem is related 
to these ratios. In the first place, 
we must undertake to compensate 
for the effect of cheap money on 
gross earnings. Second, we must 
explore every means of operating 
more efficiently. 


Looking first at the gross earn- 
ings picture, it seems to be the 
consensus that bank loan demand 
has temporarily passed its peak. 
Any shift from loans back into 
Governments will, of course, ad- 
versely affect earnings. Efforts by 
our commercial banks to resist 
this tendency will not only bolster 
earnings, but should also have a 
stabilizing effect on the economy 
generally. This does not suggest 
any relaxing of proper standards 
in the extension of credit. To- 
gether, however, we must see to 
it that legitimate demands for 
bank credit are met. The alterna- 
tive is to invite a return of ag- 
gressive competition by Govern- 
ment and other lending agencies 
for business which should prop- 
erly be taken care of by the banks. 


A specific reference to Con- 
sumer Credit is appropriate in this 
connection. Consumer Credit plays 
a vital role in our economy, and 
is unquestionably responsible in 
large measure for the universal 
ownership of automobiles, electri- 
cal appliances, and other goods, 
which contribute to our high liv- 
ing standards. Delinquencies and 
losses should be expected to in- 
crease during a period of business 
readjustment. Immediate prob- 
lems, however, should be con- 
sidered in the light of volume 
potential. Adherence to sound 
principles of credit investigation 
and extension will pay off in the 
future as they have in the past. 
Satisfactory volume should be 
obtainable without resorting to 
marginal credits, short equities, or 
loose terms. Consumer Credit has 
more than justified its existence 
and should continue to contribute 
substantially to commerical bank 
earnings. 


Reappraisal of Portfolio Policies 


Money market developments of 
the last few years, and particu- 
larly the past twelve months, 
make a re-appraisal of investment 
portfolio policies appropriate. Ex- 
perience during this period has 
demonstrated the value of a ma- 
turity schedule geared to a con- 
servative forecast of deposit fluc- 
tuations and loan requirements. 
One of the unfortunate aspects 
of a cheap money policy is that 
it has a tendency to induce an 
undue lengthening of maturities. 
The pressure to maintain earnings 
is often greatest when the bond 
market is highest and most vul- 
nerable to price depreciation. 

Turning to the expense side of 
the profit and loss statement, it 
is evident that economies will, in 
most cases, be difficult to realize. 
In the case of Third District mem- 
ber banks, salaries and wages cur- 
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rently comprise about half the 
total of operating expenses, ex- 
clusive of income taxes. This is 
easily understood when it is 
recognized that ours is a service 
business which depends primarily 
on people. The quality of service 
is determined largely by the cali- 
ber of personnel. The present 
day banking and trust business 
imposes exacting personnel re- 
quirements, and we must compete 
in the market for men and women 
possessing the necessary qualifica- 
tions. This accounts for the in- 
crease of about 120% in salaries 
and wages of the Third District 
member banks since 1945. This 
item will be very difficult to re- 
duce, although better utilization 
of personnel is more than a pos- 
sibility in most banks. The labor 
shortage of the War and immedi- 
ate post-War periods demonstra- 
ted the value of a personnel in- 
ventory. Many hidden talents 
were uncovered under the neces- 
sity of filling vacancies. 


The Operating Costs Problem 


How can we obtain better utili- 
zation of personnel in building 
volume and reducing costs? We 
believe the answer is “organiza- 
tion.” As we all recognize, a first 
essential of good organization is 
a review of operating plans and 
policies followed by a close study 
of major functions. Other essen- 
tials include— 


(1) Clear definition of areas of 
responsibility so as to permit 
measurement of performance. 

(2) Delegation of authority to 


discharge the defined responsibi- 
lities. 

(3) A more complete use of the 
familiar management tools, such 
as work flow studies, application 
of work measurement standards, 
and development of unit costs. 


(4) Systematic review of pol- 
icies, procedures, equipment and 
personnel standards. 


Just two of many examples 
from our own experience will il- 
lustrate the benefits to be gained 


from the activities of a methods 
and planning group. 

Installation in our branches of 
automatic detective systems not 
only saves us nearly $30,000 per 
year, but the safety and security 
of our premises have been 
proved, 


im- 


Conversion of the accounting 


of a large department to tabulat- 
ing equipment enabled us to han- 
dle a volume of business that 
almost doubled within a year 
without undue operating difficul- 
ties or a significant increase in 
the payroll. 

The constant review of methods 
and the search for cost reductions 
are doubly important during a 
period of unusual pressures on 
earnings and go hand in hand 
with earnings forecasts and a sys- 


tem of expense budgets and con- 
trols. 


What sales are to industry, de- 
posits are to a bank. A forecast 
of sales and operating earnings 
is as essential to the proper man- 
agement of a bank as to any other 
business. Expense budgets and 
controls are simply an orderly 
method of allocating and spending 
intelligently the available share 
of the company’s gross earnings. 
With the downward pressure on 
income and the upward thrust on 
costs, there is no substitute for 
budgets and forecasting. 


Federal Reserve Policy 


No discussion of commercial 
banking problems would be com- 
plete without reference to a most 
important external influence on 
bank earnings. The Federal Re- 
serve System is headed by a team 
of exceptionally able and con- 
scientious men who are very sen- 
sitive to the statutory responsi- 
bilities imposed on the System. 
The criticism of “too much too 
soon” has been applied to the 
System’s easy money policy, but 
in fairness to the Reserve author- 
ities it must be conceded that they 
could ill afford to do less than 
exert all of their great powers 
in buttressing a faltering economy. 
It is to be hoped, however, that 
not only the Federal Reserve 
authorities but Treasury officials 
and the Congress as well will 
recognize that the safeguarding 
of the earning power of commer- 
cial banks and other financial 
institutions is one of the prime 
essentials of sound monetary and 
credit management. 

In conclusion, I have not meant 
to imply by any matter of means 
that banks or any other businesses 
should prepare for a catastrophe. 
In most segments of our economy 
business is good today—the over- 
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all volume of business in the 
country is still at a high level 
and over 60 million people are 
gainfully empioyed. I merely wish 
to suggest that in banks particu<- 
larly a closer look toward new 
or enlarged volume possibilities 
and a closer study of operating 
procedures and cost controls 
should be of benefit under any 
circumstances. 


R. J. Wallace With 
La Salle Securities 


(Special to Tue FinaNcIAL CHRONICLE) 


CHICAGO, Ill.—Richard J. 





Wallace has become associated 


~ 





Richard J. Wallace 


with La Salle Securities Co., 208 
South La Salle Street. Mr. Wal- 
lace was formerly with Paine, 
Webber, Jackson & Curtis and 
Dempsey-Tegeler & Co. 


Dividend Security Co. 


(Special to Tae Frnanciat CHRONICLE) 
BURLINGAME, Calif.—William 
G. McLeod has formed Dividend 
Security Co. with offices at 1218 
Donnelly Avenue to engage in a 
securities business. 


With Arthur M. Krensky 


(Special to THe Financial! 


CHICAGO, Ill. 


CHRONICLE) 


Robert K. Wal- 





lace has become associated with 
Arthur M. Krensky & Co., Inc., 
Board of Trade Building, mem- 


bers of the New York and Mid- 


west Stock Exchanges. Mr. Wal- 
lace was formerly with Merrill 
Lynch, Pierce, Fenner & Beane 


and C. J. Devine & Co. 
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Common Stock 


(Par Value $1 Per Share) 
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The Mortgage Market Outlook 


By MILES L. COLEAN* 
Economist, Washingten, D. C. 


Asserting the supply of funds for mortgage investment 

promises to grow more rapidly than the demand, Mr. Colean 

furnishes data regarding the mortgage loan business in 1954, 

which indicates “the mortgage business is still going along in 

a pretty healthy manner.” Lists recent encouraging develop- 

ments in mortgage markets, but admits if business should sink 
lower, mortgage activity “would get a setback.” 


The total volume of new mort- 
gage loan business in 1954 will be 
close to that of the all-time record 
year of 1953. Delinquencies will 
not be serious. 
Mortgage 
money will be 
easier to ob- 
tain, especial- 
ly for guaran- 
teed and in- 
sured loans; 
interest rates 
will be lower 
and terms 
more gener- 
ous than those 
commonly of- 
fered in 1953. 
The supply of 
funds for 
mortgage in- 
vestment promises to grow more 
rapidly than the demand, creating 
the prospect of competition among 
jenders and shopping for loans by 
borrowers. Even a little old-time 
“portfolio raiding’’ may enter the 
picture. 

The last time I snoke to a Mort- 
gage Bankers audience on this 
subject was in November at the 
Miami Convention. The prospect 
as I then saw it was not much 
different than it appears now. The 
“mild recession” that I referred to 
on that occasion has become some- 
what less mild. However, the de- 
cline still has not been a severe 
one and in a number of respects 
has not yet been as severe as the 
not very severe dip in 1949. In 
the words of one old hand at eco- 
nomic analysis, it is still a “de- 
pression de luxe.” 

So far, the mortgage business 
certainly has not been any more 
adversely affected than was pre- 
dicted last fall. In fact up to the 
first of the vear it was hard to see 
from the statistics that it had been 
badly affected at all. In spite of 
the severe money pinch during 
the middle part of 1953, the year’s 
mortgage activity developed some 
surprising figures. Here are some 
significant examples: 

(1) Total recordings of mort- 
gages of $20,000 or less reached 
an all-time high of $19.7 billion. 

(2) FHA and VA lending 
where the money pinch squeezed 
the hardest—did surprisingly well. 
At a volume of $2.3 billion for 
1953, FHA home loan activity was 
higher than any year except 1950. 
And with a total of $3.1 billion 
for the year, VA activity actually 
was greater than 1952 and every 
other year except 1947 and 1951, 
and about the same as 1950. 

(3) Farm mortgage lending dur- 
ing the year amounted to almost 
$1.9 billion, another record post- 
war year. Significant is the fact 
that the share of the farm loan 
activity being carried on by 
banks, insurance companies, and 
other private lenders is holding its 
own in relation to the facilities of 
the Farm Credit Administration. 


Miles L. Colean 


I take this to be a healthy sign. 


(4) Life insurance companies 
acquired a total of $4.3 billion 
mortgage loans during 1953 — a 
bigger volume than any years but 
1950 and 1951: and they increased 
their mortgage holdings by a net 
amount of $2 billion. 

(5) Savings associations had the 
best year in their history, adding 
up to $3.6 billion net new mort- 
gage investment. 


*An address by Mr. Colean at the 
Western Mortgage Clinic, Mortgage 
Bankers Association of America, Denver, 
Colo., April 16, 1954. 


(6) Tre mutual savings banks 
were a good deal more active than 
some of us thought, since the net 
increase in their mortgage hold- 
ings was $1.6 billion, again almost 
a record year, topped only by 
1951. 


Mortgage Business Going Along 
in Healthy Manner 

Obviously a lot of the perform- 
ance I have just recited was due 
to momentum created by decisions 
made months previously. What is 
happening now? The most recent 
figures show that the mortgage 
business is still going along in a 
pretty healthy manner. 

(1) Through February, record- 
ings of mortgages of $20,000 or 
less were just about the same as 
in the first two months of 1953. 

(2) New mortgage activity of 
savings associations through Feb- 
ruary was up about 1% from a 
year ago. Nonfarm mortgage ac- 
quisitions of 40 major life insur- 
ance companies began in March to 
pull ahead of last year. Acquisi- 
tions now exceed those of the first 
quarter of 1953 by 3%. The net 
increase in mortgage holdings of 
mutual savings banks through 
February was 7% greater than in 
the same period a year ago. 

(3) Judging from the activity 
of the major life insurance com- 
panies, farm loan activity is sub- 
stantially below last year’s level. 

If we recall the reluctance to 
make advance commitments back 
last fall, and the decline in the 
rate of new housebuilding during 
last summer and fall, these fig- 
ures (except in the farm area) 
look surprisingly good. Moreover, 
we do not have far to search to 
find other encouraging portents. 

(1) The number of new houses 
being started is running ahead of 
all predictions. The current sea- 
sonally adjusted annual rate of 
private activity is actually run- 
ning ahead of the total of last 
year. Contract awards for com- 
mercial and other nonresidential 
even factory — building are 
larger than this time a year ago. 
Only new farm building is ap- 
parently much below that of pre- 
vious vears. 

(2) Applications for FHA-in- 
sured loans are definitely on an 
uptrend, with a big leap ahead in 
March. Requests for appraisals for 
VA-guaranteed loans are substan- 
tially up, not only in comparison 
with recent months but also in 
comparison with the correspond- 
ing months a year ago. 


(3 Outstanding mortgage com- 
mitments of life insurance com- 
panies are understood to be again 
at a high level, with no indication 
of a cut-off on future activity. 

(4) The current increase in the 
assets of life insurance companies, 
mutual savings banks and savings 
associations—the main sources of 
institutional mortgage funds — is 
6 to 10% greater than the increase 
curing the early months of 1953. 

(5) The rapid fall in interest 
rates since last summer has al- 
ready made 412% a par rate for 
well-selected FHA and VA mort- 
gages over a large area of the 
country, with discounts reduced to 
moderate proportions elsewhere. 
High discounts now to be 
characteristic onlv of insured and 
guaranteed loans with very large 
loan-to-value ratios and maturi- 
ties longer than 20 to 25 years. 

This of figures suggests on 
the one hand that the demand for 
mortgage funds is holding up very 
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well, while the supply of funds is 
obviously large enough to meet 
all probable requirements. This 
looks like a promising set-up for 
doing business. 

The only real weakness in new 
activity appears to be in the farm 
area; but even here there is no 
incication of widespread trouble. 
Although the demand for loans is 
lower than a year ago, tne tarm 
debt situation is generally in ex- 
cellent shane. The ratio of debt to 
value of farm land fell from 35 to 
30% between 1945 and 1950 de- 
spite the increase in the total vol- 
ume of farm mortgage debt. De- 
linquency is a minor problem and 
shows no si¢gn of being otherwise 
except possibly in the areas of 
extreme drought: and there the 
Land Banks are much more heavi- 
ly involved than the private lend- 
ers. Farm values declined some- 
what last year, but there is still 
a sound base for further credit 
expansion as it may be needed. 


Present Situation Is “Excellent” 


On the nontarm front, the pres- 
ent situaticn can only be describe | 
as excellent. Not only has new 
activity held uv well, but existing 
portfolios remain in sound shave. 
Foreclosures are few and delin- 
quency is not a serious problem, 
even in areas hardest hit by un- 
employment. Property values ap- 
pear to have declined in some in- 
stances, especially for older 
houses, but nowhere does there 
appear to be a threat to the basic 
security structure. In view of the 
current decline in general busi- 
ness activity, however, the impor- 
tant auestion, of course, is: will 
the urban mortgage business con- 
tinue to be good? The answer to 
this question depends on what 
kind of a recession or adjustment 
or relaxation we are in and how 
long it is to last: for we all know 
that a good building market and 
a comfortable mortgage situation 
co not generate themselves but 
devend u»on the existence of good 
conditions throughout the econ- 
omy. Because construction activ- 
ity lags behind the rest, its mo- 
mentum will easily carry it over 
a minor dip. But a protracted ¢r-n 
in general business sooner or later 
is bound to drag _ construction 
with it. 


Mortgage Activity Linked to 
Business Activity 

Therefore we have to be acutely 
aware to what is going on around 
us. If we are at or close to the 
bottom, with an upturn to become 
evident soon after mid-year, there 
can be little cause for concern. If, 
on the other hand, we should drag 
along sluggishly or continue to 
sink lower throughout the year, 
then mortgage activity probably 
would get a fairly marked set- 
back toward the end of 1954 or 
early in 1955. 

At this stage, unfortunately, no 
one can tell what eventuality 
faces us. The range of viewpoint 
one can get from reading a week’s 
output of business magazines or 
listening to any aggregation of 
speakers is evidence enough that 
we are more generously endowed 
with the gift of tongues than with 
the gift of prophecy. Neverthe- 
less, we cannot avoid trying to 
evaluate the future. We cannot 
do business without planning and 
we cannot plan without forecast- 
ing. We have to make the best 
judgment of the future than we 
can from the knowledge that we 
have and make decisions accord- 
ingly. 

It of course, well to keep in 
mind that we may be wrong, and, 
like a good general considering 
his strategy, have alternative 
plans to meet contingencies. Nev- 
ertheless, at some point we have 
to conclude which are the most 
likely contingencies and move 
ahead to face them. Forecasting, 
after all, should be an instrument 
of action, and not a means for 
confusion. With these points in 
mind, let us see what we can see. 


The plainest thing in the cur- 


is, 


rent picture is: the decline in 
spending — government spending, 
business spending, and consumer 
spending. Never since the war has 
tnere been a time when curtail- 
ment in all three areas was going 
on at the san.e time. The drop in 
government spending is the most 
important part of the total cur- 
tailment and during the 1954-55 
fiscal year may produce as much 
as $3 Lillion savings in addition to 
the $10 billion cut previously esti- 
mated. Business expenditures for 
plant expansion and moderniza- 
tion, while holding un better than 
many anticipated, is, on an annual 
basis, cown abcut 4% from 1953. 
Consumer buying has tapered off 
in some lines, particularly auto- 
mobiles and other durable goods, 
t ough on the whole the drop so 
far is a modest one. 

The results of these curtail- 
ments ere excessive inventories, 
a decline in industrial production, 
and unemployment. The result of 
unemployment can be further re- 
cuction in spending, and then a 
greater cecline in production and 
more wicespread unemployment. 
It is this snowballing effect that 
can turn an adjustment into 
eenression. Consequently all eyes 
are now strained to see wneiue! 
this is now happening or whether 
out-of-line inventories can be 
brought into balance and produc- 
tion resumed before it does hap- 
pen. 

Through March, the decline was 
still on. There is no question 
about that. Unemployment in- 
creased another 54,000. Industrial 
production dropped from 123 on 
the Federal Reserve index to 121. 
The signs of a seasonal upturn— 
let alone those of a general recov- 
ery—were slight. As one commen- 
tator put it, “March was a sea- 
sonal dud.” Except for construc- 
tion, which reached a new sea- 
sonal high, the correctness of this 
cesignation couid not be qu 
tioned. Nevertheless, if bullish 
signs were locking, the bearish 
ones were Cefinitely weaker. 

T e increase in unemployment 
in Moreh was the smallest in six 
ronths. The number of new 
claims for unemployment benefits 
declined. Moreover, total civilian 
employment rose somewhat, bring- 
ing the total number of persons 
at wor’ to 60.200.000. Automobile 
production now promises a slight 
upturn, and an end to the drop in 
steel production appears in the 
offing, without having reached the 
depth it did in the 1949 recession. 
Retail sales have been holding up 
well and should get some suvport 
from the recent excise tax cuts 
Inventories generally have heer 
put in better relation to sales, and 
in some lines, notably lumber, 
sales now appear to be running 
well ahead of production. 

What we seem to be experienc- 
ing at the moment is a decline in 
the rate of decline. While this ob- 
viously would be the first stage of 
a recovery, it is too soon to see 
whether this actually is the case 
or whether the decline is to as- 
sume more serious proportions. 
The Administration gives evidence 
of confidence that ag bottom is 
close at hand. While counting on 
the stimulus of tax cuts in the 
excise bill and in the larger tax 
bill now pending in the Senate, 
it has so far opposed cuts in per- 
sonal income taxes beyond what 
is in the House bill. It has spon- 
sored a bill to ease the terms on 
FHA-insured mortgages — with a 
proviso keeping the old terms in 
effect until it is decided that 
‘xtra boost to activity is needed 
It has examined the possibility of 
exvanding public works, but has 
withheld anv action except to in- 
crease the highway program and 
to encourage advance planning. It 
has vursued a policy of easing 
erecit but has by no means gone 
the limit. . 


an 


Bulwarks of Business 
Plainly the Administration 
displaving a cautious ovtimism. 
is relying uvon the fiscal. 
management, and credit 
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that already have been taken, or 
might be taken, to supply all the 
steadying force that a basically 
healthy economy may require at 
this time. As evidence of under- 
lying strength, the Chamber of 
Commerce of the U. S. points out 
cight “built-in stabilizers”: 

(1) The farm price program. 

(2) The unemployment compen- 
sation system. 


(3) The numerous private and 
public pension programs inelud- 
ing social security. 

(4) The Federal Deposit Insur- 
ance System. 

(5) Tre amortized nature of 
most of our private debt. 

(6) The volume of liquid assets 
held by individuals and _ busi- 
nesses. 

(7) The tax reductions already 
in effect or in prospect. 

(8) The quick reactions which 
occur in our tax structure, with 
its heavy reliance on the income 
tax. 

These bulwarks are counted 
upon by the Chamber economists 
to hold back a serious economic 
disaster. At the same time, a pe- 
riod of lower activity than pre- 
vailed during the defense build-up 
is inevitable, until an equally in- 
evitable future growth carries us 
to new highs. The immediate 
problem is that of adjustment to 
an economy with materially les- 
sened support from armament ex- 
penditures. That adjustment is 
still under way, but the present 
slackening of the trend gives 
prospect that the bottom of the 
decline may be reached in two or 
three months. 

During these months, total un- 
employment should not materially 
increase, though factory layoffs 
may exceed hirings for yet some 
time. Soon afted mid-year, the 
combined efforts of reduced taxes, 
<asy money, and depleted inven- 
tories may produce an _ upturn, 
bringing us by the year-end to a 
level of activity at least as good 
and perhaps a little better than 
at present. 

This is tre best I can make of 
the ‘situation at the present time, 
and it seems to me that on the 
whole this “best” is pretty good. 
Where does it leave the mortgage 
business for the rest of the year? 
First we have to take into account 
the ponderous momentum of 
building activity. This already 
has carried us through an eight- 
month business decline: and from 
all appearances it is strong enough 
to carry all the way through the 
kind of movement I have de- 
scribed. 

Mortgage lenders will be called 
upon to finance a much greater 
amount of new commercial build- 
ing than last year. They will have 
to finance approximately the same 
amount of new housing as they 
did a year ago, since the outlook 
so far is for the beginning of 
around 1,100,000 new houses. From 
all indications, they will have to 
finance close to the same amount 
of transactions in existing houses 
and a great deal more of repair 
and improvement activity. 

Unless, therefore, my forecast 
should be wrong—a possibility I 
have already alluded to — there 
will be a very substantial volume 
of mortgage lending activity dur- 
ing 1954, with a sufficient 
strengthening in business during 
the fall ard winter to carry a good 
level of mortgage activity into 
1955. 


A Change in Mortgage 
Characteristics 
Although mortgage lending will 
remain good during the year, it is 
certain to have different charac- 
teristics from that of last year. 
Just a year ago the real pinch in 
mortgage money was beginning, 
and by summer many mortgage 
organizations faced a problem of 
inventory liquidation that makes 
the present troubles of automo- 
bile dealers seem mild by com- 
parison. It was not until winter 
that breathing came easier. But 
while the year ended with money 
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much more plentiful than it had 
been, lending was still on a very 
setective basis, and less than first- 
class loans were still taking pre- 
mium rates. 

The continued loosening of the 
money supply raises a number of 
questions bearing on lending pol- 
icy. Will 4%% generally be a 
par or better rate of insured and 
guaranteed mortgage? If so, will 
lenders become less selective in 
their acquisitions? Would the gov- 
ernment be well-advised to drop 
the interest rate back to 4%; or 
to liberalize the terms as may be 
authorized in the new legislation? 
Could it successfully both Jower 
the rate and liberalize terms? 

It is in answering such ques- 
tions as these that mortgage lend- 
ers and government will be mak- 
ing their practical interpretations 
of their economic forecasts. For 
what they are worth, these are my 
answers: I think that a 414%.% in- 
terest rate will in a matter of 
weeks be a nar rate for FHA and 
VA loans in most of the country: 
and that, where par is not offered, 
the rate will still be a workable 
one in that the prevailing dis- 
counts will be well within the 
range of allowable charges. As 
competition makes the 44+.% rate 
more broadly acceptable, lenders 
are certain to become less selec- 
tive, although I suspect there will 
be lingering reluctance to take 
minimum down payments and to 
go tor maturities as long as 39 
vears. 

If FHA and VA mortgages begin 
to sell at a premium over a con- 
siderable area—as seems possible 
by late summer—the agencies will 
be faced with pressure to drop the 
rate back to 44%. At the same 
time there will be pressure for 
instituting more liberal terms. I 
am certain that it will not be pos- 
sible to yield to both pressures, 
since to do so successfully would 
require the existence of a much 
greater supply of mortgage funds 
than conceivably will be available. 

By summer, it is probable that 
the supply of funds will be great 
enough and competition among 
lenders strong enough so that 
lenders can be induced to lend— 
at 442 %—on more generous terms 
than are now generally offered. 
That is simply another way of 
saving that lenders are likely to 
become less selective as competi- 
tion stiffens. But it is not likely 
that a4%% rate, under any condi- 
tions that seem now probable, 
would be offered for FHA and VA 
mortgages except on a selective 
basis, such as now is customary. 
as to down payment, maturity and 
Jocation. 

The next several months will 
be crucial months—first, because 
they will reveal the nature of tne 
economic movements I have tried 
to analyze here; and second, be- 
cause they will see decisions made 
nv both private and public agen- 
cies that will either help or hindei 
recovery to a more assured level 
of activity. During these months 

1 be advisable to ake mal 
ore analy es of the niluences | 
have talked about ; 1 of othe! 
that nay come to sht and to 
review our forecasts and if neces- 
to modify our decisio Suc! 

an exercise 1S pound to bree 
zlertness and maintain flexibility 
and. in a time like this, these are 
qualities that are vital to self 
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Pasadena Bond Club 
To Hold Annual Outing 


PASADENA, Calif The Pasa- 
dena Bond Club will hold its an- 
ial outing and golf tournament 
on April 30, May 1 and 2 at the 


Thunderbird Country Club, Pal 


Springs, Calif. Marvin Kuppinger 
Lester, R: ons & Co is Chairmai 
of the outing committee Wil- 
liam H. Stitt, Crowel Weedon & 


President of the organiza- 





D. I. Cochrane Opens 

SHAWNEE, Okla. — Don I. 
Cochrane is engaging in a secu- 
rities business under the firm 
name of Don I. Cochrane Com- 
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Forms A. G. Hageman Co. 

PEORIA, I1l.—Arthur G. Hage- 
man has formed Arthur G. Hage- 
man & Co. with offices in the 
Central National Bank Building 


Wilcox Co. to Admit 


John A. Mann on May 6 will 
acquire a membership in the New 
York Stock Exchange and on the 
same date will be admitted to 
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Waddell & Reed Branches 


KANSAS CITY, Mo.—Waddellt 
& Reed, Inc., have opended 
branch offices in the National 
Reserve Bank Building, Topeka, 


from offices at 15 West 
Ninth Street. ness. 


to engage in the securities busi- 


New York City. 


partnership in the Exchange firm Kans; United Building, 
of Wilcox & Co., 14 Wall Street, Kans; and City National Bank 


Building, Omaha, Neb. 












A RECORD OF 


<4 Twenty-ton steel ingot about to be passed through National’s 
giant 45 by 90-inch unwwersal reversing slabbing mill 
installed at the Great Lakes Steel division late in 1953. 


CONTINUOUS GROWTH 


National Steel 


Reports for 195 


Year of expansion sets new records in capacity, 
payrolls, sales; income shows substantial gain. 


f m. BIGGER AND BETTER 


Basic ingredient of our American stand- 
ard of living is steel, and the multitude 
of products made from this versatile 
material. Throughout its history the 
steel industry has carried out the policy 
of consistently building to meet the 
growing needs of the country. In this 
National Steel has played an important 
part. The year 1953 saw the achieve- 
ment of 6,000,000 ingot tons annual 
capacity, an increase of 53.8% since 
the first post-war year of 1946. New 
facilities during the year included the 
‘slabbing mill illustrated above, new 
Bessemer converters, new batteries of 
by-product coke ovens, and a complete 
new unit of docking facilities at Weirton 
Steel Company. 


‘ie SET SALES RECORD 
y, 


For 1953 sales were the highest in 
National Steel’s history, despite a 
general decline in the demand for steel 
during the last quarter. Total sales for 
the year amounted to $634,178,060, 
compared with sales in 1952 of 
$548,625,817—an increase of 
$85,552,243, or 15.6%. In producing 
this record volume of business, an 
average of 28,975 employees were on 
the payroll, a slight decrease from the 
average of 29,102 in 1952. Total pay- 
rolls, however, increased to 
$159,822,220 for the year, versus 
$141,957,529 in the year preceding. In 
addition to wages and salaries, sub- 


NATIONAL STEEL 


GRANT BUILDING 


stantial payments were made for such 
employee benefits as retirement an- 
nuities, group insurance, hospitaliza- 
tion and surgical care. 


le INCOME AND TAXES 


For the year 1953, income before a spe- 
cial charge amounted to $50,334,130, 
equal to $6.84 per share, compared with 
net income of $37,559,477, or $5.10 per 
share in 1952. After the special charge 
of $1,160,050, which was the net loss 
after tax resulting from sale of the 
Weirton Mine, net income was 
$49,174,080, or $6.68 per share. Divi- 
dends amounting to $3.25 per share 
were paid to stockholders during 1953. 


The total tax bill of National Steel also 
increased markedly, amounting to 
$80,060,552 for 1953 as compared with 
$51,283,113 in the previous year. Out 
of each dollar of sales 12.6 cents were 





HIGHLIGHTS OF 1953 


Net sales . . + + « + $634,178,060 
Income before special 


charge . . . . . . 50,334,130* 
Less: special charge . 1,160,050 
Net income = es, « 49,174,080 


Net income per share. . 6.68 

Total payrolls « e« e « 159,822,220 

Total dividends paid . . 23,862,229 

Total taxes ‘i a ee 80,060,552 
"Equal to $6.84 per share 





A copy of our Annual Report 


for 1953 will be mailed upon request 





Owning and Operating 





paid in taxes, as against income of 7.9 
cents per sales dollar. Expressed 
another way, taxes were equal to 159% 
of income, or $10.87 per share. The pro- 
vision for Federal income taxes alone 
amounted to $69,325,000. 


Ar FOR THE FUTURE 


As mentioned above, the target goal of 
6,000,000 ingot tons annual capacity 
was reached as planned in 1953. 
Property additions during the year 
amounted to $71,253,331. But that is 
not the end of National Steel’s con- 
tinuing expansion program. For 1954 
approximately $50,000,000 will be in- 
vested in further construction, in- 
cluding the rebuilding of a blast furnace 
at Great Lakes Steel Corporation to 
increase its pig iron capacity by 
390,000 tons per year, and giving a 
total pig iron capacity for National 
Steel of nearly 5,000,000 tons annually. 
Development of the Labrador-Quebec 
iron ore field, in which National Steel 
has a substantial interest, continued 
on schedule, with iron ore shipments 
expected in 1954. 

Under construction is a new lake iron 
ore carrier which will be somewhat 
larger than the WEIR, launched in 
1952, and the largest ship ever con- 
structed on the Great Lakes. 
Through such planning for the future 
National Steel continues to grow in 
the service of America, helping to pro- 
vide the essential ingredient of our 
expanding economy. 


CORPORATION 


PITTSBURGH, PA. 


Weirton Steel Company e The Hanna Furnace Corporation e Great Lakes Steel Corporation 
National Steel Products Company e Hanna Iron Ore Company e National Mines Corporation 
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Organized Labor and 


By JAMES 


Cost Reduction 


B. CAREY* 


Secretary-Treasurer, Congress of Industrial Organizations 
President, Int’] Union of Electrical, Radio & Machine Workers 


CIO spokesman discusses mass production methods and 
workers’ attitude toward displacement by automatic ma- 
chinery. Says during 1953 workers produced efficiently, only 
to find they had worked themselves out of jobs “simply to 
provide higher profits.” Stresses value of expanding markets, 
which, he holds, can be done by higher wages and greater 
consumer buying power. Deplores removal of factories to 
locations of cheaper labor, as well as “chiseling” the workers 


to get cost reduction. 


of “Organized 
Labor and Cost Reduction,” is 
one that many people would 
think that we of labor would run 
away from. 
That’s because 
of the myths 
that have 
been created 
and tenaci- 
ously spread 
that organ- 
ized labor 
opposes cost 
reductions, 
that we op- 
pose techno- 
logical prog- 
ress, that we 
want to rest 
upon some 
‘lusive “feath- 
er bedding.” I can only speak 
for the CIO; the AFL can prop- 
erly make its own effective replies. 
But let me say that these stories 
are myths to edify the people who 
still believe in fairy tales. In the 
fairy tale, you know, there has to 
be the ugly ogre who menaces 
the beautiful princess or who eats 
up the handsome hero. So in the 
press, in many well stocked clubs, 
in the Pullman smoker over a 
cocktail, the talk naturally turns 
to the fairy tale—the horrible 
things that organized labor is do- 
ing in this field. 

But if you listen carefully to 
these conversations, you will gen- 
erally find that they amount to 
what the lawyers refer to as “‘in- 
direct testimony.” It’s always 
something like, “You know, a 
friend of mine, a president of a 
big company, said that his union 
wants to go back to the horse and 
buggy age and kick out all ma- 
chinery from the plant... .” 

Now if you could find that 
mythical president he would as- 
sure you that it was not his com- 
pany he was referring to, but he 
heard it himself at a dinner party 
at the Union League Club in his 
city and that it was some fellow 
from Seattle who was complain- 
ing. 

Let’s look at it sensibly. After 
all, why should we oppose cost 
reduction as a principle? We un- 
derstand the facts of life in this 
mass production society. We know 
that if goods can be made cheaper 
there is greater opportunity to 
provide these goods to consumers 
more cheaply, thereby improving 
their standard of living, 
creating more customers 
therefore, more jobs. 
could benefit. 


The question 


James B. Carey 


ana 
ana 
Everyone 


Mass Production and the Workers 

As a matter of fact, I believe 
that we understand the operations 
of our production society 
much better than do many spokes- 
men for our industrial society. In 
fact, organized labor may act as 
though it is naive on this question 
—believing that surely industrial 
management must understand 
how its own society operates and 
that it won't repeat the terrible 
past blunders. For we think it is 
elementary that the social and 
economic development of our in- 
dustrial society must go hand in 


mass 


—_—— 
*An address by Mr. Carey at the 7th 


Annual Production Conference of the 
Chamber of Commerce of Greater Phil- 
edelphia, Philadelphia, Pa. April 6, 1954. 


Urges guaranteed annual wage. 


hand with the technological de- 
velopment. If tensions develop 
between the technology and the 
social and economic aspects, then 
we have a convulsion and we are 
suffering from such a convulsion 
today. 

So while we accept cost reduc- 
tion as a necessary and good prin- 
ciple, we maintain that if it is 
not carried out properly and the 
benefits distributed wisely it can 
create serious difficulties for our 
society. 

temember that cost reduction 
does not mean price reduction, 
nor does it necessarily benefit 
other sections of our society. The 
reason is one .hat every business 
man knows even if he does not 
practice it—the tendency to seek 
a monopoly to keep prices up even 
though costs go down and, there- 
fore, to make an extra profit on 
the basis of cost reduction. And 
this leads to what are called un- 
der the law “conspiracies in re- 
straint of trade’”—combinations to 
artificially keep prices up. I think 
the lamp industry is a conspicu- 
ous instance among many in my 
own industry illustrating what 
can be done to manipulate the 
price of a necessity of life. 

Let us take, for example, one 
of the most important develop- 
ments of our 20th Century tech- 
nology —the introduction of the 
automatic factory. Now we of or- 
ganized labor have watched fac- 
tory process after process being 
invaded by these mechanical men 
of electronics to displace the 
human worker who had tended 
machines or operated assembly 
lines. We have seen and no doubt 
will see more developments in 
this field that will stagger the 
imagination—if we have that ca- 
pacity still left in us. 

We will see 
bly, automatic machine 
automatic inspection, automatic 
loading and unloading. Whereas 
the substitution of a machine for 
a man might have tripled or 
quadrupled production, these au- 
tomatic devices could multiply 
per-man-production by 50 or 100 
times. 

Now what should our 
be toward this? If we 
in the early days of 
industry when looms first began 
to displace men, we might, in 
fear and terror of insecurity, have 
revolted against the machines. 

What will happen if 25% to 
90% of the workers in a plant 
are displaced by automatic tools? 
What is the responsibility of man- 
agement and labor in such a sit- 
uation? I believe that our atti- 
tude should be to welcome these 
developments but to insist that 
the benefits be distributed equit- 
ably among the workers, the 
owners and the public. Unless 
this is done, if greed and selfish- 
ness rule, the owners might make 
a very greatly increased profit, 
but it would be at the expense 
of everybody else. Our whole 
society would have to pay for it 

in terrible dislocations and suf- 
fering. 


automatic assem- 


tooling, 


attitude 
were back 
the textile 


Displacement of Labor Not a 
Simple Question 
So you see it is not simply a 
question of confronting labor and 
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inquiring: “Are you for cost re- 
duction or not?” 

We want to see from industry 
more scrupulous examination of 
this problem of improved tech- 
nology and especially of the au- 
tomatic factory. We want to 
know what management proposes 
to do to handle this development 
which, in its way, is just as ex- 
plosive as the atomic bomb. 

Fortunately, some new man- 
agers view these problems with 
a social vision, and know that all 
sections of our society must share 
widely in the benefits of cost 
reduction if we are to avoid dis- 
aster. 

The same problem goes to our 
concern about the guaranteed an- 
nual wage. Twice now in a period 
of five years we have witnessed 
unemployment mounting to four 
or five million. This unemploy- 
ment has come about only be- 
cause workers and machinery 
were so efficient that they pro- 
duced more goods than people 
had money to purchase. Again 
we are told that the present dif- 
ficulty, as in 1949-50, is just 
“excessive inventories.” But that 
is just another way of saying ‘“un- 
sold goods.” Would people have 
liked to buy these goods? Cer- 
tainly. There is a market for 
everything our society can turn 
out. There are plenty of cus- 
tomers but not enough money in 
their pockets. 


Workers Working Themselves 
Out of Jobs 


I say frankly that what hap- 
pened in 1953 is not calculated to 
inspire labor with great confi- 
dence in the managers of our in- 
dustrial society. For during that 
year of 1953, workers produced 
efficiently, working six days a 
week in many plants, only to find 
that they had worked themselves 
out of jobs. 

What would you as an indi- 
vidual manager or business man 
do if you felt that if you worked 
harder and more efficiently you 
would be working yourself out 
of a job and an income? 

So after our experience of high 
production, high sales and high 
profits in 1953 turning into lines 
of unemployed in 1954, we want 
some more protection. Especially 
do we want it if we are to co- 
operate fully in cost reduction 
drives. The guaranteed annual 
wage is one important tool that 
can be used to remove that gnaw- 
ing insecurity and give the 
worker confidence as he goes 
about his daily work. 

The determined resistance, by 
many management groups, against 
the guaranteed annual wage, while 
they obstinately refuse to propose 
any other means of providing se- 
curity, creates not only doubt but 
also bitterness in the minds of 
the workers. For they have the 
same need to eat every day in 
the year, wear clothes every day, 
pay the rent every month, yes, 
and pay the installment collector 
every month, as you in this room 
do. Wage earners see no reason 
why they should work themselves 
out of jobs simply to provide 
higher profits. They know that 
when joblessness comes to the 
workers, management continues 
to draw its income just the same. 

In our opinion, the adoption of 
the guaranteed annual wage 
would give confidence not only 
to workers to produce, but to 
businessmen to operate at a high 
level. For the guaranteed annual 
wage can mean a guaranteed 
market. 

Action on this front would be 
a demonstration that management 
intends seriously to answer the 
challenge implicit in this question 
of cost reduction. And if there 
is something you object to in the 
guaranteed annual wage, then 
propose something else. I think 
that you of management are 
squarely on the spot to come out 
with some answers to these prob- 
lems of the free enterprise that 
you demand. 

After all, what is the big prob- 


lem of cost reduction today? It 
is no longer a question of not 
being able to secure machinery or 
gadgets to increase production 
and efficiency. No doubt every- 
one in this room could either buy 
or have designed for him better 
and more efficient gadgets. The 
problem in your mind is one of 
economics. You ask yourself 
whether you can get enough cus- 
tomers or enough new customers 
to pay for that machinery. You 
want to know if you can get 
enough hours of operation out of 
the machine per day or per month 
to pay for the heavy fixed charges 
that it entails. 


High Wages and Consumption 


Well, if you are making a use- 
ful product that the public wants, 
what is the obstacle? It is what 
you call the “market” that 
statistic on how many people will 
probably buy your product. 


I wonder how many of you have 
calculated how many new cus- 
tomers would buy your product 
if the 37% of the people who 
earn $3,000 or less per year were 
raised $1,000 in their income? 

This would increase national 
personal income by $15 billion 
a year. Studies by the Federal 
Reserve Board on consumer 
spending show clearly that as in- 
come rises in these lower and 
middle brackets, especially under 
$5,000 a year, spending increases 
almost as fast. Furthermore, the 
increased market from these 15,- 
000,000 families would grow tre- 
mendously and spread its effect 
to all sections. 

The sales of radios, TV, cars, 
houses, clothing, amusement, 
travel, education and services are 
capable of a tremendous expan- 
sion. Here is the big field for the 
increase in your market, a steady 
increase in your market. All that 
is needed is wise and broad social 
policies by management, govern- 
ment and labor to make this a 
reality. 

In our opinion, in this field of 
a tremendously expanded market, 
with growing assured income by 
the masses of consumers, lies the 
open sesame for making possible 
large cost reduction. 

As a matter of fact, these things 
are not only desirable but they 
are actually a must. According 
to the National Planning Associa- 
tion—an independent organization 
made up of prominent industrial, 
labor and public leaders—in order 
to maintain full employment we 
must increase consumer spending 
from the $230 billion in 1953 to 
$300 billion in 1960. This is a 
staggering increase of $70 billion 
in seven years, but it is what is 
imposed upon us by the very laws 
of this mid-20th Century indus- 
trial society we have created. 

I think that it is wonderful that 
the laws of our society do make 
such demands upon us—that we 
improve greatly our standard of 
living in order to have social sta- 
bility. But I am afraid that too 
many managers still are unwill- 
ing to face the necessities of this 
new life. The question is posed 
to us, “Are you willing to support 
cost reduction?” We answer and 
pose another more _ important 
question to management, “Are 
you willing to support the con- 
clusions that flow from cost re- 
duction?” 

I am sure that 


if 10 years ago 
it had been suggested that the 
wages of workers would rise to 
the point where they are today, 
many managers would have 
thought the prediction crazy. Yet 
we have made this great prog- 
ress, and I admit it is great. But 
in fact, it has not been great 
enough, as the unsold goods and 
long lines of unemployed attest. 


Moving Factories 


Let me deal with another im- 
portant aspect of this cost re- 
duction problem. After all, there 
are many ways to try to reduce 
costs. One way is to try to find 
a new location for the factory 
where there are unorganized 


workers, perhaps in a rural area, 
or somewhere else where workers 
can be induced to work for much 
lower wages and for fewer holi- 
days, reduced vacations, pensions 
or other social benefits. 


Right here in Philadelphia are 
concerns under contract to the 
IUE-CIO which have engaged in 
this “runaway” operation — run- 
ning away from Philadelphia and 
leaving hundreds of workers job- 
less, simply to find a place where 
the so-called cost reduction will 
come from exploited low paid 
labor. 


In the case of one prominent 
company in our field, the work- 
ing force has been reduced by 
half, and the company is unwill- 
ing today to give us any assur- 
ance that it will remain in Phila- 
delphia more than four more 
years. You all know the serious 
problem this community faces in 
the announced determination of 
Westinghouse to move out of 
Philadelphia several thousand 
jobs from its jet engine division 
in order to locate in another area 
with lower wage rates. Another 
concern said frankly it wanted 
to move south to obtain a better 
“competitive position.” 

Westinghouse and GE have 
been conspicuous offenders in 
this field, moving some operations 
to get a reduction in wage rates 
of 50 cents to 70 cents-an-hour, 
even though the goods like 
lamps or motors—are sold in a 
national market at the same price. 

Now what should we of or- 
ganized labor do about this? 
Should we say, “All right, we will 
give up part of the standard of 
living here in Philadelphia, cut 
it down to the scale of some town 
in Georgia or Mississippi in order 
to cut costs to that competitive 
level.” 

Even if we agreed to such a 
silly proposal, it would not stop 
there. Some imaginative busi- 
nessmen would always find some 
new place where wages were still 
cheaper. And remember that this 
new depreciation policy voted on 
by the House of Representatives, 
glittering as it looks on the sur- 
face, is an invitation for greedy 
employers to junk their present 
plants, move to new low wage 
sites and have the government 
virtually pay the costs of those 
runaway operations. 

Philadedphia could become a 
ghost city like some New England 
areas by that kind of reckless 
policy. 

We of organized labor take this 
position: We do not object to the 
industrialization of the South and 
improving the standard of living 
of its people through placing part 
of new production in that area. 
We want that. But we do object 
to runaway operations motivated 
by greed and selfishness. There- 
fore, on that phase of cost re- 
duction we say two things: First, 
we will organize these new run- 
away plants wherever they may 
move. And secondly, we _ will 
bring up their wages and condi- 
tions of work to a decent level. 
In doing that we are the friend 
and ally of every decent employer 
in this community, in fact, of the 
entire community. 


Cost Reductions and Labor 
Relations 

Let’s talk now about the 
tionship between cost 
and labor relations. 

Obviously, they have a 
bearing on each other. To the 
extent that ccoperation by labor 
is important, that cooperation will 
depend upon the character of in- 
dustrial relations in the plant. 

I know, for example, of plants 
where the management feels that 
its road to cost reduction is to 
chisel on the workers, on the 
theory that that’s the easiest way 
to save money. So in attempting 
to nibble away at the workers’ 
rights and standards, the em- 
ployer encounters union resist- 
ance. Grievances occur, and nat- 
urally, management finds that it 
must refuse to settle these ami- 


rela- 
reductions 


direct 
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cably, or indulge in long delays. 
Every dispute becomes magnified 
into a test of strength. The result 
is suspicion, bitterness, lowered 
morale throughout the entire or- 
ganization and—in the end—a re- 
fusal to cooperate in management 
plans. Strikes break out—and you 
know the effect of strikes on costs. 


On the other hand, there are 
plenty of plants, thank heavens, 
where management realizes that 
teamwork between itself and the 
union is the only sound road to 
cost reduction. It knows that jus- 
tice must be the underlying prin- 
ciple. It issues orders to super- 
visors that lead to the reduction 
of grievances. It creates an at- 
mosphere in which confidence in 
management and its purposes 
grows, and labor cheerfully co- 
operates on all sound programs 
and projects for the benefit of all. 


I can think of one plant in par- 
ticular where a _ good situation 
turned sour. The management 
had been quite progressive and 
had, in fact, installed profit shar- 
ing plans and had the confidence 
of the workers. Because of the 


Ixorean war, sales and profits 
grew tremendously. New capital 
entered the firm; management 


became greedy for these profits 
and started chiseling cn the 
workers. Gradually a new at- 
mosphere, dark with suspicion, 
resulted. The old spirit disap- 
peared, grievances mushroomed, 
the whole plant smoldered with 
resentment. This firm, as a re- 
sult, instead of benefiting, lost 
some of its orders and instead of 
getting lowered costs and higher 
profits, will get the opposite 
result. 

We have had a number of situ- 
ations, for example, in which 
management complained of low 
productivity and demanded that 
worker output rise. This was the 
first mistake—the assumption that 
low productivity meant that 
workers were not doing their job. 
In any event, when these de- 
mands came to us and a serious 
conflict was likely, we suggested 
that a team of management and 
union representatives go into the 
plant into various departments to 
see what was actually wrong and 
see if they could find the answers. 
In the cases of which I have di- 
rect knowledge, management re- 
fused this offer of cooperation. 
On what grounds’? Well, although 
it was unspoken the impression 
given was that management felt 
we wanted to take over its pre- 
rogatives — that there was some 
hobgoblin of socialism involved. 
Therefore, it tried to insist uni- 
laterally upon a speedup as an 
answer to its problem. And, nat- 
urally, we rejected that. 


Management Must Cooperate 
With Workers 


What this suggests is that man- 
agement must lose its fear that 
unions want to run their plants. 
It must, however, be willing to 
cooperate if it wants cooperation 
and be ready to realize that in 
many cases inadequate produc- 
tivity results from poor super- 
vision, faulty flow of materials, 
antiquated equipment, and yes, 
poor management policies. And 
simply because the worker is at 
the bottom of that pyramid of 
industrial authority, it is not pos- 
sible, in our view, to simply pass 
the responsibility on down to him. 

The index of the number of 
grievances submitted by a union 
is often an index of the situation 
within the plant. Now I am not 
suggesting any punitive action 
against individuals or groups, but 
it recalls to my mind a story 
about that wise queen, Catherine 
the Great, of Russia. One day a 
high official came to her excitedly 


and said that the peasants in a 
certain province were in revolt 
and the governor wanted per- 
mission to hang the ringleaders. 


Catherine asked if that wasn't 
the same province where an out- 
break had taken 


place several 
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years before. She was told that 
it was. 


She pondered a minute. “I re- 
fuse you permission to hang the 
peasants,” she said finally, “but 
you have permission to hang the 
governor.” 


There must be a recognition by 
management that just as we are 
on the threshold of immense new 
technological developments, so 
we are on the threshold of an 
immensely improved standard of 
living and leisure that must come 
to everyone, if we are to go for- 
ward. 

It might well be that 10 years 
from now, the average wage of 
a factory worker will be $6,000- 
a-year and he would work only 
30 hours-a-week. How many in- 
dustrialists would cry out that 


IT BEGAN W 


that would bankrupt our econ- 
omy. I remember the manager 
of one large company who said 
sorrowfully in negotiations with 
us, “These demands of labor must 
cease. Every year it’s something 
new.” 

But he was wrong. The de- 
mands must go on, the improve- 
ments in standards of living and 
leisure must go on. Otherwise 
management will find that al- 
though it has the most perfect 
and efficient machines in the 
world, those machines are poor 
substitutes for customers. All they 
will consume is some electricity, 
some electronic tubes and some 
oil. But that would not take care 
of the mountains of goods which 
will flow from our factories. 


What we suggest, therefore, is 


that this problem of cost reduc- 
tion by management be tackled 
not as an end in itself but as a 
means to an end in which our 
whole society will share. The co- 
operation should be offered to all 
to share in achieving sound cost 
reductions and achieving the 
benefits. 


Instead of complaining how 
terrible things are in terms of 
costs and taxes, management 
should stimulate the vision of the 
great future that is open to all 
of us through cooperation. 


J. C. Smith Opens 
OKLAHOMA CITY, Okla. — 
J. C. Smith is engaging in the se- 
curities business from offices in 

the Liberty Bank Building. 
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H. W. Faath Jr. With 
Braun, Bosworth Co. 


Braun, Bosworth & Co. In- 
corporated, announced that Harry 
W. Faath, Jr., has become asso- 
ciated with them in their New 
York office, 1 Wall Street. 

Mr. Faath started his career in 
Wall Street in 1946. More recently 
he has been associated with Au- 
brey G. Lanston & Co. in their 
municipal bond department. 

From 1942 to 1946, Mr Faath 
served as an aviator in the Marine 
Corps and was recalled to active 
duty serving from November, 
1951, to November, 1953, at which 
time he was returned to inactive 


duty with the rank of Major. 


AND A BOLD ARMENIAN 





Asout 500 years B.C., an Armenian merchant, look- 
ing for new markets, resolved to take a “capital risk’’. 


He loaded a raft with stretched-hide containers of as- 
phalt and bitumen, plus a half dozen asses, and floated 
hundreds of miles down the Euphrates to Babylon. 


His venture paid off. He sold his wares at a profit, and 
he and his crew rode home on the backs of their animal 


passengers. 


So was taken the first step in the water transportation 


of petroleum products. 


Some 2,400 years after, the latest step is taken: 


April 20, 1954, saw the launching of the first of four 
Cities Service super tankers as queens of the world’s oil 
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carriers, the latest additions to the Cities Service fleet. 
Their size and appointments should make even today’s 
tanker men—much less our Armenian friend —gape 


with astonishment. 


They will carry more oil in less travel time than any 
other tankers in service today. Air-conditioned, with 
individual staterooms for all, they’ll have crew comforts 
and conveniences never before seen on tankers. 


They will be, in short, the latest word in oil trans- 
portation. Not the “last word’’—for there is no such 
thing. (The Armenian probably thought he had it!) 


The four new “luxury liners” of the Cities Service 
fleet are merely the latest chapter in a long, long story 


... AND THE END Is Not YET. 
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Delinquencies Low in 
Face of Rising Borrowing 


By THEODORE H. SILBERT* 
President, Standard Factors Corporation, New York 


Finance company executive, in discussing outlook for collec- 
tions in 1954, finds present delinquencies and losses on instal- 


ment payments “remarkably low.’ 


’ 


Asserts, currently, 98% 


of all instalment debt is paid promptly, and forecasts a much 
lower decrease in consumer spending than in industrial activity. 
Looks for maintenance of retail sales volume. 


In discussing the outlook for 
collections in 1954, I would like to 
lake one statement as the text of 
my sermon. The statement ap- 
e0rS in a re- 
ent report o! 

a bank in Chi- 
agrts T 


quencies i! 
thie face ol 
the rise 
porrow 
a uring 
past y 
Banks report- 
ing monthly 
o the American Bankers Associ- 
ition indicate that delinquencies 
of 30 days or more at the end of 
December, 1953, were only slight- 
ly higher than in early 1952, and 
fully a third lower than at the 
beginning of 1950.” 

Despite the gloomy 
we have heard, it now appears 
that delinquences on instalment 
collections in 1953 were only 
“slightly higher” than in 1952. 
And fully a third lower than at 
the beginning of 1950! 

Present-day delinquences 
losses on instalment 
are remarkedly low. This may be 
gleaned from another source. 
General Motors Acceptance Cor- 
poration recently sold_ several 
hundreds of millions of dollars of 
debentures. In the prospectus 
which accompanied the offering, 
GMAC revealed that in its %U 
vears of business, its average loss 
was 8/100th of one per cent. its 
greatest in 1930—was one- 
half of one per cent 

Here.from two 
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predictions 


and 
payments, 


loss 


sources we find 
the same conclusion. What is that 
conclusion? Simply this: the 
American consumer is such a good 
customer, is careful of his 
credit rating, and is so desirous of 
paying his debts—that loss ratios 
on instalment debts run less than 


‘or 
©. 


“Life” magazine recently 
lished what purported to be an 
entertaining article. That article 
dealt with the trials and tribula- 
tions of a bill collector. The bill 
collector was supposed to be a 
common sight in our cities. How 
untrue this 


sO 


pub- 


is! 

Currently 98% of all instalment 
debt is paid off exactly as prom- 
ised. Only 2% is delinquent 90 
days or more. Of that 2%. at 
least 1% pays off its debt after 
the family illness or other diffi- 
culties are overcome. That leaves 
a 1% possible loss. I would like 
to find another industry or any 
other phase of business life which 
shows as good and clean a 
record as this. The American con- 
sumer is anxious to meet his 
promises on payments. Whenever 
there is the slightest threat of un- 
employment, many customers rush 
in and pay off their instalment 
debt ahead of time 


All sorts of people have de- 
nounced instalment debt im- 
moral, licentious and conducive to 
degeneration of character. Critics 
have been telling us for some time 


as 


as 


*An address by Mr. Silbert at the 
Zist Annual Convention of the Credit 
Management Division of the National Re- 
tail Dry Goods Association, Fort Worth, 
Zexas, April 27, 1954. 


that instalment debt is too high. 
Is it? 


Increase in Consumer Disposable 
Income 

Consumer’ disposable 
which is the money 
left after they have paid their 
taxes, has increased over the 
years. In 1940, consumer dispos- 
able income was $75.7 billion. In 
1953, it was $249 billion. That is 
an increase of 3.3 times. At the 
same time, instalment credit went 
from $5.5 billion in 1940 $22 
billion in 1953. The increase here 
only slightly larger than the 
increase in disposable income. But 
with the growth of population and 
the postwar establishment of new 
families, scarcely have any 
greater proportion of instalment 
buying today than in 1940. All of 
which indicates that people do not 
rush into instalment buying care- 
lessly. 


income, 
people have 


LO 


IS 


we 


As a matter of fact, we have 
heard a good deal recently about 
the unpredictability of the con- 
sumer. Will he or won't he con- 
tinue to buy? I would like to 
suggest to you that the consumer 
is not erratic, and that it is possi- 
ble to forecast the volume of con- 
sumer spending. 

For a number of years prior to 
1940, American consumers came 
close to spending more than they 
had in personal disposable income. 
But around 1940, we find that 
consumers began to have such 
large increases in personal income 
that a large share of it flowed 
into savings. That is, instead of 
most of it going into spending, 
only about 85 to 90% went into 
spending. In no year prior to 
1940 is this true. Even in our 
best years prior to 1940, no more 
than 5% went into savings. 

More precisely, we find that for 
the period 1929-1940, for every 
10% increase in personal income, 
there was an 8'%% increase in 
spending. The difference went 
into savings of one sort or an- 
other. 

Since the end of World War II. 
it has been interesting to notice 
that the same trend is maintained. 
While savings increased, we still 
find that for every 10% increase 
in personal income, there is still 
an 842% increase in spending. 
The difference goes into personal 
savings. 

The American consumer is not 
profligate. On the average. he 
does not spend all he earns. He 
Saves regularly, as the growth of 
time deposits in banks and build- 
ing and loan associations will at- 
test. 

On the down-side, the American 
consumer does not contract his 
purchases at the first sign of a 
cloud on the horizon. During the 
adjustment period in 1948-49, 
which was very much like the ad- 
justment period we are passing 
through now, industrial activity 
decreased. 3ut while industrial 
activity decreased by 10.5% from 
1948 to 1949, disposable personal 
income was reduced by only 1.7%. 
\nd personal consumption expen- 
ditures increased from $177.9 bil- 
lion in 1948 to $180.6 billion in 
1949. In short, the ordinary ad- 
justment does not seem to worry 
the consumer. Such seems to be 
the case today 

Department stores. however, 
have not continued to get their 
normal share of the consumer's 
dollars. Where have the depart- 
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ment stores fallen behind in at- 
tracting business? While charge 
account business has increased 
irom $1,414 million outstanding in 
1939 to $3,250 million in 1953— 
that is not a noteworthy record. 
In 1939, charge account business 
was 52% of all non-instalment 
credit used by the American con- 
sumer. In 1953, charge account 
business was only 46% of all non- 
instalment credit used. In short, 
other business enterprises have 
forged ahead at the expense of 
department stores. If the charge 
account business had been main- 
tained at the 1939 proportion, de- 
partment stores would have about 
10% greater charge account vol- 
ume today than they do have. 

On the other hand, department 
store instalment sales have shown 
a better trend. Some of the de- 
partment stores have not been 
daunted by the fall-off in charge 
account business. They have gone 
in heavily for instalment sales. 
In 1939, for example, department 
stores had $354 million outstand- 
ing in instalment credit. That was 
24.6% of all instalment credit held 
by retail outlets. In 1953, depart- 
ment stores had slightly over $1 
billion outstanding in instalment 
credit—which was 32% of all in- 
stalment credit held by retail out- 
lets. In short, while charge ac- 
counts declined in proportion to 
the rest of non-instalment credit, 
department store instalment credit 
boomed. Why? 

This requires a roundabout ex- 
planation. Standard Factors Cor- 
poration has nine department 
stores as clients in different parts 
of the country. These stores fac- 
tor their instalment and charge 
account business. That is to say, 
at the beginning of the month 
they notify Standard Factors just 
how much they are billing in 
charge account business that 
month. Standard Factors then 
advances 80% of the face value 
of the charge account, so that the 
store has the cash immediately to 
carry on its business. 

On instalment accounts, the pa- 
per signed by the consumer 
turned over by the department 
store to Standard Factors, and 
about 80% of the face value is 
made immediately available in 
cash to the department store. 

In both cases, the store con- 
tinues to deal directly with the 
customer. Nothing is disturbed 
in its customer relations. The cus- 
tomer traffic is still maintained 
by people coming into the store 
to pay their charge accounts and 
instalment payments. 

In these stores using retail fac- 
toring, both charge account and 
instalment account business have 
boomed far above the national 
averages, mainly because immedi- 
ate cash is made available against 
both. The store’s working capital 
is not depressed by such credit 
sales. Since this is the case, these 
stores can promote charge ac- 
count and instalment credit as 
much as they like, thereby in- 
creasing their overall volume. 


is 


Why Instalment Credit Grows 


Let us return now to the ques- 
tion why charge accounts have 
declined nationally in proportion 
to the rest of non-instalment 
credit, and why instalment ac- 
counts have boomed. We can 
answer that question on the basis 
of our studies in these nine stores 
in which we do retail factoring. 

Over the past 10 years or 
there has been a slow but certain 
shift in the distribution of income. 
The upper-income grouns which 
used to get a larger share of the 
national income, and who use 
charge accounts, are getting a 
smaller share of the national in- 
come today. In part, this is due 
to the tax situation. In part, this 
is also due to the fact that more 
members of the lower-income 
family hold jobs. In part, this is 
also due to an increasing propor- 
tion of older people in the popula- 
tion—many of them drawing so- 
cial security benefits. 

By and large, the 


So, 


people who 


use charge accounts are decreas- 
ing in numbers proportionately. 
By the same token, the people 
who use instalment credit are in- 
creasing in proportion. The result 
is that those stores which have 
made a point of promoting insta!- 
ment credit, have come out better 
at the end of the year than have 
the other stores which have been 
satisfied to rest on their charge 
account business. The stores which 
have pushed BOTH charge ac- 
count and instalment credit 
mainly because they use retail 
factoring to relieve any pinch on 
working capital—have come out 
best of all, both in volume gain 
and in net earnings at the end of 
the year. 

While it is possible that there 
may be some slow-up in collec- 
tions both on charge accounts and 
instalment accounts in 1954, I do 
not anticipate anything serious. 
As I have pointed out, since 1929 
we have noticed that for every 
10% increase in personal income, 
there has been an 812% increase 
in spending. The difference went 
into savings, which are today the 
highest on record. 

By the same token, a 10% de- 
crease in industrial activity is ac- 
companied by a 1.7% decrease in 


personal disposable income. In 
1948-49, this decrease in personal 
disposable income did not have 
much effect on personal expendi- 
tures. As a matter of fact, per- 
sonal expenditures rose from 1948 
to 1949. 

Our present decrease in indus- 
trial activity since last fall is 
about 10%. There has been some 
unemployment—but this has been 
buttressed by unemployment com- 
pensation. Collections by de- 
partment stores on charge ac- 
counts and instalment accounts 
are just barely slower than last 
year. But department store sales 
are still as good as last year. De- 
partment stores have begun to 
push promotions which have 
helped maintain the volume. For 
those who wish to maintain vol- 
ume and even increase it, our sug- 
gestion is to investigate the mech- 
anism of retail factoring. Re- 
tail factoring is primarily geared 
to expand store volume, and it ap- 
plies both to charge accounts and 
instalment sales. Cash sales are 
no problem as far as affecting 
working capital. It is only on 
the credit side that sales can 
squeeze working capital. Here re- 
tail factoring is an important help. 


“ 


Industrial Business Firming Up 


Business Survey Committee of the National Association of 
Purchasing Agents reports order and production increases 
in March and April were higher than decreases. 


A composite opinion of purchas- 
ing agents who comprise the Na- 
tional Association of Purchasing 
Agents Business Survey Commit- 
tee, whose 
Chairman 
Robert C. 
Swanton, Di- 
rector of Pur- 
chases, Win- 
chester Re- 
peating Arms 
Company, Di- 
vision of Olin 
Industries, 
Inc., New 
Haven, Conn., 
shows that 
industrial 
Purchasing 
Agents, for 
the second 
month, report order and _  pro- 
duction increases higher than de- 
creases and progressing at an 
accelerated pace. Better order 
position is reported by 43°-, com- 
pared to 17% still on the slide, 
while production is recorded up 
by 33% against 18% down. Again, 
the individual changes are not of 
large proportion, but indicate a 
firming up of industrial business 
and gradual improvement through 
the second quarter. Many report 
that aggressive selling plans are 
paying off. More strength in prices 
is noted, particularly in nonfer- 
rous metals, stimulated by the an- 
nouncement of government stock- 
piling plans. Inventory correction 
is still being pressed at about the 
same rate as recent months. Em- 
ployment is a little better—more 
rehiring. Buying policy remains 
conservative, 60 days or less. Pur- 
chasing managers are mildly op- 
timistic for the near future: they 
look for a steady increase in in- 
dustrial activity. 


is 


Robert C. Swanton 


Commodity Prices 
Industrial commodity prices for 
purchased materials continue the 
show of strength reported in 
March. Again, the lead is taken 
bv metals, 
more 


nonferrous 
the government 
piling announcement than by th« 
supply 
the 


influenced 


by stock- 


and demand position ol 


metals. Except for rubber and 


tin. the Indo-China war _ scare 


seems to have had no effect o1 


prices. Price concessions and pro- 


tection are being more freel: 


negotiated on fabricated items 


stepped-up competition in- 


and 


tensive influence’ their 


markets. 


selling 


Inventories 

Purchased materials inventories 
continue to slide off at about the 
same rate as in March. General 
availability of materials makes 
possible better and closer schedul- 
ing. While there is no evidence 
of stocking up on steel now that 
it is in short procurement range, 
comments On the possibility of a 
steel strike are more numerous 
in April. 

Employment 

Pay rolls are off again, slightly 
less than in March. However, 18%, 
the highest number since last 
August. report additions and re- 
hiring, while 51% hold the same 
number of employees as _ last 
month. It is interesting to note 
that a number of the _ reports 
mention separation of nonproduc- 
tive workers to decrease overhead 
costs. A lot of the frills are being 
eliminated. Improvement of qual- 
ity and productivity is also re- 
ported. 

Buying Policy 

Sixty days and unde: is the buy- 
ing range of 87% of the commit- 
tee, for the ovrincipal materials 
purchased. Not much change in 
the past four months, and that has 
been on the down side. 

Warehouse stocks and MRO 
items are plentiful. Steel can be 
obtained on short notice. Getting 
material is no longer a problem. 
Careful analysis of the markets 
is the current policy of most 
buyers, 


George M. Lawler With 
Lucas Eisen Waeckerle 


KANSAS CITY, Mo. — George 
M. Lawler has become associated 
with Lucas, Eisen & Waeckerle, 
Inc., 916 Walnut Street Building, 
members of the Midwest Stock 
Exchange, as a sales representa- 
tive. In the past Mr. Lawler was 
with the New York and Chicago 
offices of Dillon, Read & Co. and 
the Chicago office cf the First 
Boston Corporation, handling 
bank and institutional accounts. 
Recently he has been in the auto- 
bile business. 


Robert W. Tilney 


W. Tilney, partner in 
& Jacquelin, and a mem- 
ber of the New York Stock Ex- 
change for many years, passed 
away at his home at the age of 68. 


Robert 
Carlisle 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS, ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





The Board of Directors of Steri- 
ing National Bank & Trust Com- 
pany of New York announces 
through its Chairman, Samuel H. 
Golding, the election of Mrs. Min- 
nie M. Atkins to the position of 
Assistant Cashier. Mrs. Atkins is 
the first woman to be named an 
officer of the bank. 

With many years’ experience in 
banking, Mrs. Atkins joined 
Sterling’s Rego Park, Queens, of- 
fice in July, 1952. 


The increasingly important role 
that women play in the financial 
affairs of the family, the home 
and the business has prompted the 
Sterling National: Bank to pro- 
mote Mrs. Atkins, and to lend her 
wide experience to the women of 
this area. 

% % 

Charles B. Honecker has been 
made Manager of the Long Island 
City branch of the Bank of the 
Manhattan Company, N. Y., it 
was announced on April 27 by 
Vice-President Lester R. Maho- 
ney. Mr. Honecker succeeds Mar- 
shall D. J. Smith who resigned. 


Mr. Honecker has been with 
the Bank of the Manhattan Com- 
pany since 1929 and has been 
Assistant Manager of the Jamaica 
office. 

% % % 

John J. Sobek, Jr., Assistant 
Treasurer of The County Trust 
Company, White Plains, N. Y., 
completed 25 years of service on 
April 29. He has been associated 
with the bank’s Fleetwood office 
for the past year and prior to then 
served in the principal Mount 
Vernon office. 


”: 


By a stock dividend effective 
April 13 The Grove City National 
Bank, Grove City, Pa., incrcased 
its common capital stock from 
$100,000 to $150,000. 


The directors of the Broad 
Street Trust Company, Philadel- 
phia, Pa., and the Northwestern 
National Bank, Philadelphia, Pa., 
have approved a plan for merging 
the two institutions under the 
name of the Broad Street Trust 
Company. 

The plan is subject to approval 
of State and Federal authorities 
as well as the stockholders of both 


banks. Thé plan calls for an ex- 
change of one share of Board 
Street Trust Company for each 
share of Northwestern National 
Bank. 


Hubert J. Horan, Jr., President 
of Broad Street Trust Compeny, 
would be President of the merged 
institution, and James A. Bell, 
President cf Northwestern Na- 
tiona] Bank, would be Chairman 
of the Board. 

Clair H. White, Vice-President 
and Cashier of Northwestern Na- 
tional Bank, would become a 
Vice-President, and all other of- 
ficers and employes would retain 
their positions. 


The First National Bank of Ger- 
mantown, Ohio, with common 
stock of $50,000, and The Farmers 
& Citizens Savings Bank Ccom- 
pany, Germantown. Ohio, with 
common stock of $35,000 merged 
as of the close of business April 
10, 1954. 

The consolidation was effected 
under the charter and title of 
“The First National Bank of Ger- 
mantown.” 

At the effective date of con- 
solidation the consolidated bank 
will have capital stock of $100,000, 
divided into 4,000 shares of com- 
mon stock of the par value of $25 
each; surplus of $150,000; and un- 


divided profits of not less than 
$51,341.87. 
us te ne 

The First Fond du Lac WNa- 
tional Bank, Fond du Lac, Wis., 
increased its common capital stock 
effective April 12 from $400,000 
to $500,000 by a stock dividend. 


The National Bank of Burling- 
ton, Burlington, N. C., with com- 
mon stock of $150,000, was merged 
with and into the Wachovia Bank 
and Trust Company, Winston- 
Salem, N. C., under the charter 
and title of the latter bank, effec- 
tive as of the close of business 
March 31, 1954. 


Allard A. Calkins, Chairman of 
the Board and Chief Executive 
Officer of the Anglo California 
National Bank of San Francisco, 
Calif., wil] retire on April 30 
under the bank’s retirement plan, 
it was announced on April 21. 


Paul E. Hoover, continuing in 
the office of President, will be 
Chief Executive Officer of the 
bank. The office of Chairman of 
the Board will be terminated. 

Mr. Calkins, though retired 
from all executive duties, will 
remain a member of the board of 
directors and of the Executive 
Committee. 

Mr. Hoover has been associated 
with Anglo Bank since 1933, when 
he was appointed a Vice-Presi- 
cent after an outstanding career 
as a nationa] bank examiner and 
a bank executive in the Middle 
West. He was elected a Director 
in 1938 and has been President of 
the institution since 1951. 


Mr. Calkins became a Director 


of Anglo Bank in 1939, was ap- 
pointed First Vice-President in 
1940, President in 1946 and Chair- 
man in 1951. 


Paul B. Kelley will continue in 
the capacity of First Vice-Presi- 
dent and as a member of the 
board of directors. 


The common capital stock of 
The First National Bank of Port- 
land, Ore., was increased from 
$15,000,000 to $20,000,000 by sale 
of new stock effective April 13. 


The Board of Governors of the 
Federal Reserve System has ad- 
mitted as a member the City Na- 
tional Bank of Anchorage, An- 
chorage, Alaska, effective April 15. 


Halsey, Siuart Group 
Cffer Equip. Tr. Gifs. 


A syndicate headed by Halse’ 
Stuart & Co. Inc. on April 23 of- 
fered $4,575,000 of Northern Pa 
cific Ry. 2%% serial caquipment 
trust certificates. maturing annu- 
ally May 14, 1955 to 1969, inclu- 


sive. The certificates were oriced 
to yield from 1.45% to 2.80%, de- 
pending on maturity. 

These certificates are to be se- 
cured by the following new 
standard - gauge railroad equip- 
ment estimated to cost not tess 
than $5,730,800. 275 40 feet, 50- 
ton capacity refrigerator cars; 7 
lightweight steel passenger cas: 
2 lightweight sieel de luxe npas- 


senger coaches; 2 'ightweight 
steel parlor-lounge passenger cars, 
and 4 diesel-electric road-switch- 
ing locomotives. 

Other members of the offering 


group include: R. W. Pressprich 
& Co.: L. F. Rothschild & Co.: 
Freeman & Co.; Wm. E. Pollock 


& Co., Inc.: Gregory & Son, Inc.: 
McMaster Hutchinson & Co. 


. The Commercial and Financial Chronicle 


A Brief for Lower Capital Gains Tax 


By THOMAS B. MEEK* 
Francis I. du Pont & Co., Members New York Stock Exchange 
Chairman, Tax Committee 
National Association of Investors’ Brokers 


Spokesman for investors’ brokers maintains not only would 

more equity capital be provided for plants and jobs, but also 

the Treasury would gain more revenue if the tax on capital 

gains were reduced to 121% and the holding period short- 
ened from 6 months to 3 months. 


The National Association of In- 
vestors’ Brokers is convinced that 
the Treasury would gain more 
revenues, and more equity capital 
would be 
provided for 
plants and 
jobs,ifthe 
Congress will 
reducethe 
capital gains 
rate of tax 
and length of 
holding 
period. 

Our convic- 
tion is based 
on actual ex- 
perience, not 
theory. Our 
Association is 
representative 
of securities firm employees who 
have been servicing hundreds of 
thousands of accounts over a long 
period of years. We have ob- 
served how the tax laws affect 
investors and_ prospective in- 
vestors, in other words, what they 
actually do with their money. We 
have urged revision of these sec- 
tions of the tax law because we 
have found them the _ greatest 
handicap to judicious investment. 


Why 






seine Oi ae gy eli 


Thomas B. Meek 


Revenues Would Be 
Increased 


Why do we feel revenues would 
be increased by reducing this tax 
and shortening the holding period? 

First — Countless transactions 
never take place. Either a short- 
term profit is missed, because the 
investor wishes to hold his se- 
curity to get the tax advantage 
after six months, or, if he has a 
sizable long-term profit he re- 
gards it as part of his capital as- 
sets and will not pay the present 


rate of tax on the profit. Our 
analysis of transactions in 1953 
indicates that the government 


would have collected $200,000,000 


additional if the tax had been 
1242% and the holding period 


three months. We estimate reve- 
nues from capital gains in 1953 to 
be lower than in 1952. 

Second There are large 
amounts of capital that will not be 
available for equities until there 
are changes made in the capital 
gains provisions. The writer knows 
of several millions of dollars 
among his own clients that are 
“locked up” for this reason. This 
can be multiplied many times. 

The members of Congress are 
properly concerned about the state 


of business in this country and 
are well aware that two of the 
chief bulwarks to our economy, 


over the short-term, are: Govern- 
ment exnenditures for defense, 
and business expenditures for ex- 
pansion and rehabilitation. How 
are these private expenditures for 
capital goods to be maintained? It 


is well known 


that a large pro- 
portion of the vast sums spent 
since the war have come out of 


retained earnings and borrowings. 
Obviously this trend is unhealthy 
and cannot The 
only answer, in- 
creased equi- 
ties, for vigorous 
and securities markets 
That achieved by per- 
mitting capital to flow more free- 
ly. As we 


maintained. 
therefore, 


be 
is 
financing through 
and that 
healthy 


be 


calls 
can 


have said before, the 


capital gains tax deters proper re- 





*A statement submitted by Mr. Meek 
to the Senate Finance Committee, Wash- 
ington, D. C., April 20, 1954. 


investment and discourages new 
money from buying equities, 


Reduction of Tax Would Not 
Stimulate Speculation 


It has been assumed in some 
quarters that speculation would 
be stimulated by reducing the 
capital gains tax and holding 
period. Actually these provisions 
have served at present and in the 
past to contribute to the specula- 
tive urge. The effect of these 
restrictions on taking profits has 
been to limit the supply of stocks 
when the market is going up and 
to increase the supply when the 
market is going down. Thus, price 
swings are accentuated in both 
directions. This is one of the 
factors in the sharp rise in certain 
stocks in the market this year. 
Early in 1946 our Association 
warned that the 100% margins 
and the capital gains tax pre- 
vented many holders from sell- 
ing, thereby helping accelerate 
the rise. We also warned of the 
thin markets that would develop 
when the trend was reversed, be- 
cause there would be no buying 
cushion furnished by those who 
had taken profits. 

It is the basic function of the 
securities business to produce 
capital, just as it is of the oil and 
mining industries to produce oil 
and metals from the ground. It is 
an anomaly that the securities in- 
dustry suffers many restrictions 
on capital formation, whereas 
many other “extractive indus- 
tries” have been granted tax 
incentives. Our members have, 
during the past 20 years, seen a 
steady deterioration in the supply 
of equity capital and I venture to 
predict that if the tax laws are 
not changed soon, there will come 
a time when the government will 
be forced to offer extra induce- 
ments to capital to sustain domes- 
tic enterprise, just as inducements 
are being offered now to en- 
courage investment abroad. 

With proper encouragement 
there is plenty of capital in this 
country ready and willing to en- 
gage in constructive enterprise. 
We have had confirmation of this 


in the action of the securities 
markets this year. The proposal 
to grant minor tax credits on 


dividend income has stimulated a 
large amount of new investment. 
To cite one small example, the 
writer received an order to buy 
200 shares of American Telephone 
from a man who had heretofore 
been concentrating his_ invest- 
ments in tax exempt bonds. There 
are many instances of this. If this 


tax credit is not retained in the 
final tax bill there will undoubt- 
edly be some selling by disap- 


pointed holders. 


Canada Has No Capital Gains Tax 

The tremendous expansion tak- 
ing place in Canada has been fi- 
nanced largely through equities 
One of the principal reasons is 
that Canada gives favorable treat- 
ment to those receiving dividends 
and there is no capital gains tax. 

In view of the many advan- 
tages to be gained by modifying 
the capital gains tax and holding 
period, it is difficult to under- 
stand why there is such great re- 
luctance to make these changes. 
The obvious conclusion that 
there are political implications in 
doing anything “to help capital.” 
Perhaps if the name were changed 
to “restrictive enterprise tax” 
there would be a better chance of 
modifying it. It is ironic that such 
an attitude exists in the leading 


is 
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capitalistic country in the world. 
Actually, the capital gains tax 
does not reach the “rich,” except 
in small measure, for they either 
hold their investments or are in 
tax exempts or cash. The capital 
gains tax and dividend tax hurt 
the little fellow as well as the big 
ones. There are 6,500,000 stock- 
holders of public corporations in 
this country and only a small per- 
cent would be considered wealthy. 
74% of those reporting capital 
gains and 78% of those reporting 
dividend income, had incomes of 
less than $10,000 in 1950. It is our 
belief that one way to insure that 
the “rich” pay more capital gains 
taxes would be to cut the rate in 
half. 

We sincerely appreciate your 
consideration and express the 
hope that your Committee recom- 
mend to the Congress— 

Reduction of the rate of tax to 
12%%. 

Shortening the holding period 
to 3 months. 

Retention of tax credits on divi- 
dends. 


Tel. Bond & Share 
Offer Underwritten 


Telephone Bond and Share Co. 
is offering to common stockhold- 
ers of record April 27, 1954 the 
right to subscribe for 324,089 ad- 
ditional shares of common stock 
on the basis of one share for each 
two shares of common stock f-eld. 
The stock is priced at $15 per 
share. The rights to subscribe 
expire at 2:30 P. M. (CDT) Cen- 
tral Daylight Savings Time, on 
May 11, 1954. The offering is be- 
ing underwritten by a group 
headed jointly by Lazard Freres 
& Co.: White, Weld & Co.; and 
W.C. Pitfield & Co., Inc. 

Proceeds from the sale of the 
shares will be used principally 
for financing Telephone Bond and 
Share Company’s telephone oper- 
ating subsidiaries and for other 
corporate purposes. The subsidi- 
aries are engaged in major con- 
struction programs in order te 
meet the demands for telephone 
service in the areas served. 

Telephone Bond and Share Co. 


is an investment company con- 
trolling 19 telephone operating 
subsidiaries which operate in 17 
states and comprise the second 
largest independent telephone 
operating system in the United 
States. The subsidiaries serve 


areas in Georgia, Illinois, Indiana, 
Iowa, Kansas, Kentucky, Michi- 
gan, Minnesota, Missouri, Ne- 
braska, North Carolina, Ohio, 
Oklahoma, South Carolina, Ten- 
nessee, Texas and Wisconsin. 

Consolidated operating revenues 
during the year ended Dec. 31, 
1953 totaled $32,307.783. Net in- 
come amounted to $1,662,563, 
equal after preferred dividends 
to $2.07 a snare on the common 
stock outstanding at the end of 
the year. A dividend of 25 cents 
per common share was paid on 
March 15, 1954 and the company 
has indicated, based on business 
and economic conditions, that it 
intends to follow a policy of pay- 
ing quarterly dividends of 25 cents 
a share. 


Los Angeles Bond Glub 
Special Meeting 


LOS ANGELES, Calif. There 
will be a special meeting of The 
Bond Club of Los Angeles salu.- 
ing Invest in America Week <«t 
the Biltmore Hotel, today, Thurs- 
day, April 29. Mr. Rilea W. Doe, 
Vice-President of Safeway Stores, 
Inc.. is to be the feature speaker 
and will address the club on the 
subject “Three Little Adages ard 
How They Grew.” Special guests 
include Mr. Reese H. Taylor, 
President, Union Oil Company of 
California and Chairman, South- 
ern California “Invest in America 
Week,” and Charles Detoy, Presi- 
dent, Los Angeles Chamber of 
Commerce. 
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The Tax Revision Bill 


Must Be Passed 


By WILLIAM JACKMAN* 
President of the Investors League, Inc. 


Mr. Jackman maintains double taxation of dividends has im- 
paired investment incentives and restricted raising of needed 
corporate capital; and that relief therefrom would importantly 
encourage savings and investment. Rebutting contention that 
such tax reform constitutes a “Rich Man’s Bill,” he points out 
the relief becomes progressively less as dividend level rises. 


Since I have but a limited time 
allotted to me, I will confine my 
remarks to those sections of the 
Bill which are of immediate con- 
cern to inves- 
tors, namely, 
the sections 
dealing with 
dividend in- 
come (Sec- 
tions 34 and 
116). 

In my opin- 
ion, the House 
Ways and 
Means Com- 
mittee war- 
rants the 
thanks of 
every Ameri- 
can taxpayer 
for the job it 
has. done in overhauling and sim- 
plifving the Internal Revenue 
Code. H. R. 8300 represents a mile- 
stone in Federal tax legislation. 

Among the many changes pro- 
posed in H. R. 8300, one alone will 
prove to be of immense impor- 
tance to our present economic sit- 
uation. I am speaking, of course, 
of the long overdue recognition of 
the inequity and evils inherent in 
taxing dividends twice, first at 
the corporate level, and again 
when the income is distributed to 
stockholders. Double taxation of 
dividends the last remaining 
vestige of the discredited and 
short-lived undistributed corpo- 
rate profits tax experiment of 
1936. 

The House Ways and Means 
Committee recognized the vital 
need for this change when, in the 
report on H. R. 8300, the majority 
of the Committee stated that the 
dividend provisions were neces- 
sary because double taxation had 
“contributed to the impairment 
of investment incentives” and “re- 
stricted the ability of companies 
to raise adequate capital.” 


William Jackman 


is 


Equity Capital Vital 
importance of equity capi- 
the soundness of our econ 
well known, as is the fact 
Omic progress demands 
xpenditures for new 
equipment, and mod- 
Fauitv canital nlays a 
1 this investment pic- 
funds to finance this 
ecessitv must come di- 
indirectly from individ- 
in? to risk their savings 
enterprise. If this 
‘ss is to continue 
1 to meet our needs, 
then the covernment must main- 
‘ain an cc climate condu- 
cive to tne free flow of invest- 
ment funds. The fact that it takes 
well over $10.000 in capital in- 
vestments to provide a new job 
in our industrial system must not 
be overlooked. The dividend pro- 
posais are designed to encourage 
equity investrent. Thus, the 
enactment of the provisions re- 
lating to the taxation of dividend 
income can be of immeasurable 
help, particularly under present- 
day conditions. We are at the eco- 
nomic crossroads. The whole func- 
tioning of our great economic ma- 
chine is of serious concern 
every right-thinking American. 


T*e 
tal 
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that 
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vital p: 
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*Statement by Mr. Jackman on behalf 
of the Investors’ League, Inc., on H. R. 
8300 before the Senate Finance Commit- 
tee, Washington, April 21, 1954. 


President Eisenhower, in his re- 
cent radio talk on taxes, ably ex- 
pressed the importance of divi- 
dend tax relief in the overall pic- 
ture, when he stated “This will 
be important to all of us, whether 
our savings are large or small. It 
will encourage Americans to in- 
vest in their country’s future. The 
more we encourage savings and 
investment, the more prosperous 
will be the 160 million American 
citizens.” 

Again, in the 
House Committee, 
affecting depreciation and _ the 
double taxation of dividends are 
the two most important changes 
made to reduce tax barriers to 
production and employment and 
are, in fact, necessary to maintain 
as well as increase the revenue 
base.” 


words of the 
“The changes 


Relief From Unsound Financing 

If the present inequities are al- 
lowed to remain in our tax laws, 
I feel certain that unsound and 
inadequate corporation financing 
would be accentuated. Already 
the inability of corporations to 
obtain equity funds has resulted 
in an unhealthy reliance on mort- 
gaged futures — debt financing. 
Witness the post-war period when 
corporate debt doubled — rising 
from $100 to $190 billion from 
1946 to the end of 1953. I am not 
so much concerned with the level 
of the debt as I am with the 
danger of a capital structure top- 
heavy with debt. I believe that 
H. R. 8300 provides the incentives 
necessarv to build the base. And 
the cost is negligible. 

I understand that official Treas- 
ury estimates place the loss of 
revenue from the dividend pro- 
posals at $240 million in 1954, 
about $600 million in 1956, and 
somewhat over $800 million in 
subsequent years. This loss, I be- 
lieve, will be only temporary. To 
auote the House Committee again, 
“Several of the changes which ap- 
pear to involve permanent income 
losses will stimulate production 
and national income and thereby 
expand the tax base, both im- 
mediately and in the long run. 
An effect of the dividend exclu- 
sion and credit, for example, will 
be to shift corporate financing 
away from debt issues toward 
equity issues. Eventually this will 
more than offset the loss presently 
anticipated from the new dividend 
provisions.” 


I therefore respectfully urge 
that the Committee approve these 
provisions. 

Most of the criticism leveled 
against dividend tax relief can be 
centered around the theme of a 
“ Rich Man’s Bill.”” Nothing could 
be further from the truth. The 
expression nothing but sheer 
political demagoguery. 

According to Treasury statistics, 
nearly 80% of the taxpayers re- 
porting dividends are members of 
families earning under $10,000 a 
year, while almost half of all 
dividend recipients earn less than 
$5,000. If you want further proof, 
I need only refer you to the re- 
cent study made by the U. S. Steel 
Corporation of its nearly 300,000 
stockholders. More than half of 
these get less than $5,000 a year, 


is 
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with one-third having incomes of 
less than $3,000. Only 10% of its 
shareowners have over $25,000. In 
1953 the American Telephone and 
Telegraph Company reported that 
the average holdings of its nearly 
1.3 million shareowners amounted 
to 27 shares. Are these the rich 
men constantly referred to? 

It has been said that the little 
man receives no benefits from 


these proposals. Yet under a $100 
exemption more than 90% of the 
persons relieved completely from 
the burden of double taxation will 
be receiving less than $10,000 per 


year as shown in Table I. (1948 
Statistics of Income data.) 

It is also argued that the rich 
man will receive proportionately 
higher tax relief than will the 
small taxpayer. Actually the re- 


verse is true. As you can see from 
Table II, the relief lessens as in- 
come increases. The percentage 
reduction is greater in the lowest 
income bracket and declines pro- 


gressively as the income level 
rises. The same relationship holds 
true for dividend income. As divi- 
dends increase relative to income, 
tax relief decreases. 

In fact, if the provisions are 
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The Chase National Bank 


Chemical Bank & Trust Company 


Eldredge & Co. 


The Ill:nois Company 


Field, Richards & Co. 
Newburger, Loeb & Co. 
J. A. Overton & Co. 


Dated May 15, 1954. Principal and semi- 


interest ( November 


May 15) payable at the office of the 


Treasurer in Mineola, 


N.Y. Coupon bonds in denomi- 
nation of $1,000, convertible 


into fully registered bonds. 


Interest Exempt from present Federal and 
New York State Income Taxes 


Legal Investment for Savings Banks and 
Trust Funds in New York State 


The above Bonds are offered when, as and if issued and receivec 


Messrs. Reed, Hloyt, Taylor & Washb 


Lee Higginson Corporation 


Schoellkopf, Hutton & Pomeroy, Inc. 


Nework 


15 and 


Bankers Trust Company 


Lazard Freres & Co. 


Fidelity Union Trust Company 
City National Bank & Trust Co. 


$17,07' 


Nassau Coun 
2.40% Various 
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Blyth & Co., Inc. 


Estabrook & Co. 


Equitable Securities Corporation 
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American Securities Corporation 


A.M. Kidder & Co. 


New York, April 28, 1954. 
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enacted into law, the dividend tax 
burden will be shifted to an even 
greater degree to the upper in- 
come groups. At present, persons 
earning over $10,000 receive about 
75% of the dividend income. If 
the relief provisions become law 
these same individuals will re- 
ceive about 70% of the estimated 
1956 $814 million tax relief. 

When facts are exhausted, the 


opponents of dividend tax relief 
scream that such provisions dis- 
criminate against wage earners 
in favor of “coupon clippers.” 
Gentlemen, the investors of 
America are wage earners first 
and income earners second. Divi- 
dends for most shareowners con- 
stitute only a small portion of 
their total income. For example, 
in 1950 dividends accounted for 





approximately 11% of the income 
of the average shareowner earn- 
ing $5,000 and less than 20% for 
those earning $30,000. Rather than 
being discriminatory against wage 
earners, I would say that these 
provisions will be a step in the 
direction of restoring a tax bal- 
ance between the various forms 
of income received by wage earn- 
ers. For, unlike wages and other 
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0. F.S. Moseley & Co. 

tk & Merle-Smith Lavrence M. Marks & Co. 
cker, Anthony & Co. Francis |. duPont & Co. 
pany of Chicage Hirsch & Co. 

E. F. Hutton & Company 


R. D. White & Company 


Folger, Nolan—W.B. Hibbs & Co. Inc. 


tall, Burge & Kraus 


Shannon & Company 


Sills, Fairman & Harris 


JUNTS, MATURITIES AND YIELDS 
+h yeor aos shown below except 1954 maturity which is November 15) 
$560,000 1964 = 1.90°/, $340,000 1974 2.60% 
560,000 1965 2.00 315,000 1975 2.60 
560,000 1966 §=2.10 315,000 1976 2.65 
560,000 1967 =2.20 315,000 1977 = 2.65 
560,000 1968 2.30 315,000 1978 2.70 
560,000 1969 2.35 315,000 1979 =2.70 
560,000 1970 §62.45 315,000 1980 =. 2.75 
565,000 1971 2.50 320,000 1981 2.75 
570,000 1972 2.50 310,000 1982 2.80 
565,000 i973 = 2.58 220,000 1983 2.80 
(Accrued interest to be added) 
us, and subject to prior sale and approval of legality by 
Attorneys, New York, N. Y. 
The Northern TrustCompany Harris TrustandSavingsBank _Glore, Forgan & Co. 
Stone & Webster Securities Corporation A. C. Allyn and Company 
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L. F. Rothschild & Co. 


Hayden, Miller & Co. 
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R.L. Day & Co. 
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incorporated 
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forms of income, dividends are 
taxed twice. 


Revenue Loss Negligible 


The effect of these proposals 
on Treasury revenue is negligible. 
For example, the revenue loss in 
fiscal 1955 would amount to con- 
siderably less than 1% of the esti- 
mated $62.7 billion of receipts in 
that year. 

I think that this problem of 
equity in our tax laws is as im- 
portant to a consideration of these 
proposals as any other reason 
offered. I think Representative 
Boggs has the same viewpoint. I 
would like to quote the statement 
he made as part of the minority 
report on H. R. 8300. In dissent- 
ing from the view of the other 
members of his party on the Com- 
mittee, with respect to the divi- 
dend proposals, Representative 
Boggs said, “I fully subscribe to 
the minority views, except those 
on the provisions relating to the 
exclusion and tax credit for divi- 
dends. While a valid argument 
might be advanced that this is 
not the time, because of the ur- 
gent necessity for an increase in 
exemptions, to urge the dividend 
relief, I cannot subscribe to the 
attack on the principle involved. 

“This is the only area in the 
whole Federal tax structure where 
double taxation exists in fact, and 
until recent years this was rec- 
ognized in our tax structure. In 
addition to this, failure to take 
some action would continue this 
discrimination.” 

It is also interesting to note that 
Senator Walter F. George said in 
1949: 


“The law should be changed to 
allow a credit to the individual 
stockholder for taxes already paid 
by the corporation. As a starter, 
we should provide a credit of a 
certain percentage—say 10% or 
perhaps 16.6%, the amount of the 
first-bracket individual income 
tax. Ultimately we should exempt 
dividends from taxation 
pletely.” 

In view of the importance of the 
dividend relief proposals I am at 
a loss to understand the reasons 
behind the move to strike this 
provision out of the law and sub- 
stitute higher 
the reasons be, as I have previous- 
ly stated, strictly political. Raising 


com- 


exemptions unless 


exemptions means only a slight 
increase in the workers “take- 
home-pay.” On the average, this 


TABLE I 
Number of Income Tax Returns Exempt From Dividend Taxation 
By a $190 Exclusion 
(Based on 1948 Returns, last three digits omittcd) 


All Returns 


Adj. Gross With Bi. Exempt Under Exempt 
Income Classes Income S14) E> clusion Cuiaulative) 
Under $5,000 1.856 (21 65% 65 
$5—-$16,000 855 96 27 92 
$10—-$25,000 450 73 7 49 
Over $25,000 18] 1] ] 100 
TOTAL 3,322 1,100 100 4 
(Source: U. S. Treasury Department Statistics of Income Tart I, 1915S.) | 
TABLE I "| 
Tax Relief Afforded Under Dividend Proposals & 
Full Effect 1956—10% credit $200 exclusion ‘ 
Married—joint return 10% deduction 
rotal Present New Pax 
Income Tax Tax Savings “ 
(All Income from Dividends) 
$2,000 $120 $42 65% 
4.000 480 222 54 
6.000 844 402 52 L 
10.000 1,636 634 +5 
15.000 2.810 1.544 45 
25.000 5.744 3.593 38 
50,800 16,528 12,085 27 | 
25° of Income from Dividends) z 
4.000 480 344 28 : 
8,000 1.240 966 20 
16,000 3,080 2.620 15 
40,000 11,800 10,700 9 
(Source: ir. Neil Carethers, Commercial & Financial Chronicle, Mareh 25, 54.) 


(1905) 2% 


increase will amount to about 50e 
per exemption per weck. It will 
not create more jobs, increase. 
productive facilities, or lubricatee 
our great economic system. Why 
not be truthful, and tell the man 
without a job that he is better off 
because his next door neighbor 
can afford an extra pack or twe 
of cigarettes. 

There are a few gentlemen of 
the legislature who are bowing to 
political expediency and practic— 
ing, in some instances, policial 
perscution by trying to profit 
politically at the expense of the 
poor fellow without a job. It is 
jobs that are required, not such 
political slide-of-hand, as is ex— 
emplified by increasing the ex- 
emption by $100. What does a $106 
added exemption mean to the jobh- 
less man? 

Gentlemen, I repeat, this 
sheer political demagoguery. 

The raising of personal exemp- 
tions by $100 would throw us bactr 
into substantial deficit financing. 
That is the reason, gentlemen, 
why the President of the United 
States and Secretary Humphrey 
are fighting so hard against this 
move. In addition the President 
and the Secretary of the Treasury 
oppose, on principle, the removak 
of from 4 to 7 million persons 
from the tax rolls and hence from 
any personal responsibility for the 
cost of government. 


is: 


Time Now Propitious 


We believe there is no more 
propitious time than the presen 
for removing complex confusion, 
inequities, discriminations, and 
gross unfairness from the Internal 
Revenue Code. We therefore earn- 
estly request that the provisions 
in H. R. 8300 relating to dividend 
income be retained in their pres- 
ent form, since they alleviate by 
far the grossest injustice in the 
present law. As J] stated before 
the House Ways and Means Com- 
mittee, “the best incentive device 
is a tax code that stir-ulates thrift. 
Double taxation of dividends is 
destructive of the very incentive 
that Congress is desirous of creat- 


ing upon which our future de- 
pends. A_ dividend tax credit 
would cost the government only a. 
small fraction of what it would 
gain through stimulation of day- 
to-day efforts to ear: more and 
save more. Savers and investors 
are essential to our way of life. 
We cannot have big industry 


without them.” 


Percent of 


No. of Returns Tote! Returns 
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Rogers Ray Jr. Joins 
Garrett & Go. 


DALLAS, Texas — Addition of 
Rogers Ray, Jr., to the sales staff 


(1906) 





of Garrett & Company, 120 Fi- 
delity Union Life Building, in- 
vestment 
bankers, was 
announced 
by J. Ervin 
Shilg, Presi- 
dent. 

Mr. Ray 
will handle 
all types of 
securities, in- 
cluding mu- 
nicipal bonds, 
mutual funds 
and all cor- 
poration secu- 


| 


rities, Mr. . Mh 

Shilg said. Rogers Ray, Jr. 
The new 

sales representative for Garrett 


& Company is a graduate of Sun- 
set High School and attended 
Southern Methodist University, 
where he was a member of 
Lambda Chi Alpha fraternity. He 
has served as President of the 
fraternity’s Dallas alumni group. 


Prior to joining Garrett and 
Company, Mr. Ray was associated 
with another investment firm in 
Dallas and has had almost 10 
years experience in the securities 
field. He formerly served as 
President of the Church Men’s 
Club at the Church of the Holy 
Cross and still is active in work 
of the Episcopal Church. He for- 
merly served as a trustee of 
Daniel Baker College at Brown- 
wood. 


H. Hentz to Admit 
A. W. Morris to Firm 


BEVERLY HILLS, Cal.—Arthur 
Morris, member of the New York 
and Los Angeles Stock Exchanges, 
on May 1 will be admitted to 
partnership in H. Hentz & Co., 
members of the New York Stock 
Exchange. Mr. Morris is a part- 
ner in A. W. Morris & Co., which 
will be dissolved April 30. 


Bache 25-Year Dinner 


Bache & Co., 36 Wall Street, 
New York City, members of the 
New York Stock Exchange, tend- 
ered a dinner at the Hotel Pierre 
for 97 members of the firm’s 
Quarter Century Club. The firm 
brought Club members in for the 
dinner from out-of-town offices 
as far distant as San Antonio, 


Texas, and from Canada. 
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Despite periods when activity and volume appear to contract, 
there is still a good investment demand around for Government 
securities. The plateau in which prices seem to be reposing will 
most likely not be too sharply breeched until there are new devel- 
opments, such as say a reduction in reserve requirements of the 
commercial banks. The demand for the 52-day tax anticipation 
bills came largely from the out-of-town buyers, with the dealer 
banks giving them most of the competition. The favorable recep- 
tion for these bills had a good influence upon the money markets. 

The near-term market has been very active because there 
seems to be a large amount of temporary money around. The 
intermedizte term obligations continue to be well bought with a 
somewhat better demand being noted for the most distant ma- 
turities. Pension funds are still active in the longer term bonds. 


An Anti-Recession Device 


The lowering of the rediscount rate is being taken by most 
money market specialists as a signal by Federal that the easy 
money policy will be continued, probably for a long period of 
time. As had been previously indicated the cut in the rediscount 
rate is mainly psychological, because the deposit banks do not 
need to make use of borrowings from the Central Banks at this 
time because credit conditions are still on the easy side. Even 
though there is some difference of opinion as to what may happen 
to reserve requirements, with the lowering of the rediscount rate 
it appears to be rather generally believed now that there will be 
a decrease in the required reserves of the commercial banks when 
the powers that be feel it should take place. 

The lowering of the rediscount rate is just one of the forces 
that is being used as an anti-recession buffer but it is believed 
that more tangible action, such as a lowering of reserve require- 
ments, will be needed in order to make a rather definite impres- 
sion upon the trend of business conditions. 


Cut in Reserves Seen Inevitable 

Reserve requirements of the commercial banks are high to 
start with, and even if economic conditions were not as much on 
the defensive as they are, there could still be a lowering of re- 
serves that these banks have to keep with Federal. Moreover, 
the fact that a decrease in required reserves would make money 
available to the deposit banks which would be used to pay off 
indebtedness to the Central Banks, as well as give these institu- 
tions funds that would be put to work in Government securities, 
state, municipal and corporate obligations as well as mortgages, 
is considered to be the potent force in the battle against the defla- 
tionary trend. 

The more or less automatic investment of newly available 
funds by the commercial banks should in time have an effective 
influence upon the trend of business, since the creation of depos- 
its resulting from the purchase of securities by the banks would 
offset the decrease in deposits being brought about by the repay- 
ment of commercial and instalment loans. It might be that there 
would be a sufficient amount of new deposits created under such 
conditions to more than make up for the deposits that are being 
extinguished through the repayment of loans. This would result 
in the building up of bank deposits which are purchasing power 
and this is what is needed under current conditions. 

Because of the indicated effects that a reduction in reserve 
requirements of the commercial banks could have upon a slipping 
economy, it is believed by not a few in the financial district that 
they will be lowered in the not too distant future. 


Long-Term Issue a Strong Possibility 
The favorable reception which was afforded the 52-day tax 
anticipation bills indicates not only the attractiveness of this obli- 
gation, but also the favorable condition of the money market as a 
whole. To be sure, the Treasury will have to borrow additional 
sums before the end of the current fiscal period and this brings up 
the question as to how it should be done Despite the opinions 
that there will not be an issue of long-term bonds until some time 
in the future, there appears to be a lessening of the support for this 
idea, especially if there should be a decrease in reserve require- 
ments of the commercial banks. There is quite likely to be secu- 
rities that will meet the needs of the commercial banks which 
would be shorts and intermediates r 
On the other hand, if these should not be at least a token 
offering of long-term Government bonds, prices of the outstanding 
obligations would most likely move up to levels that would not 
be considered favorable. Accordingly, for market control pur- 
poses as well as money raising purposes, en issue of long-term 
Treasury bonds would not seem to be amiss. 








Meetings Held on 
Coming Massachusetts 
Turnpike Bond Issue 


A series of information meet- 
ings were held this week in Chi- 
cago, New York City and Boston 
on the $240,000,000 Massachusetts 
Turnpike Authority bond issue 
which is currently scheduled to 
reach the market on May 4 via 
a nationwide underwriting syndi- 
cate to be headed by F. S. Moseley 
& Co., First Boston Corp., Blyth 
& Co., Inc., and Tripp & Co., Inc. 
The meetings were presided over 
by spokesmen for F. S. Moseley 
& Co. 

William F. Callahan, Chairman 
of the Authority, announced the 


- 
appointment of The Bankers 








Trust Company of New York and 
The First National Bank of Chi- 
cago as paying agents in New 
York and Chicago, respectively, 
for the turnpike bonds. The First 
National Bank of Boston was pre- 
viously appointed as trustee un- 
der the trust agreement. 


Edward P. Renier With 
La Salle Securities Go. 


CHICAGO, Ill. Edward P. 
Renier has become _ associated 
with La Salle Securities Co., 208 
South La Salle Street. Mr. Renier 
was formerly proprietor of Com- 
stock and Company, was with H. 
M. Byllesby and Company Incor- 
porated and Rodman & Linn. 
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Economic Activity Only 3% Below 1953 Peak 


Quarterly economic review issued by the Chase National 
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Bank of New York, holds slight downward trends indicate the 

business readjustment has not gotten out of hand. Says the 

economic challenge is “how to generate a new wave of 
expansion.” 


“Overall economic activity is only 3% below its 1953 peak. 


But current activity is 342% 


above 1952—a very good year,” 


ac- 


cording to the current issue of “Business in Brief,’ the quarterly 
economic review issued by the Chase National Bank. 

To place the current business downturn in perspective “you 
need to look at all parts of the picture, not just the declines that 
make the headlines,” the study says, pointing out that: 

Business expenditures for new plant and equipment for 1954 
call for a dollar volume only 4% under the 1953 record. 


Private capital investment is 
low last year’s peak rate. 


slightly—but only slightly—be- 


The housing market is strong, with builders looking for an- 


other million-plus year. 


Large manufacturing companies indicate that they are raising 


their investment sights. 


Last fall these companies planned an 


8% reduction in capital investment during 1954, but now they re- 
port their investments will equal those of 1953. 


“These trends add up to the 


conclusion that the business re- 


adjustment has not gotten out of hand,” the review contends. “In- 


ventories are being worked off at a rapid rate. 


activity promises to level out. 
up well. 


Capital goods 


And consumer markets are holding 


“The economic challenge—not a novel one by any means-—is 


how to generate a new wave of 


recent months hold out hope that 


Continued from page 9 


expansion. Business trends in 
this challenge will be met.” 


Growth Trends in U. §. Economy 


there is a lot more involved in 
the prosperity of this country 
both in the past and in the future 
than just technological ad- 
vances. After the machines are 
built somebody has to go out and 
create the demand for the prod- 
ucts those machines will produce. 
In other words, it takes an effec- 
tive team to do the job—one group 
to improve products and produc- 
tion techniques and another to do 
the merchandising and _ selling. 
There is glamour in technolozy 
but let us make certain it does 
not obscure the great need in our 
economy for selling. 

From all I have said so far it 
should be clear that we are mov- 
ing rapidly into a new era—an era 
which will pose many challenges 
and call for all our imagination 
and ingenuity to solve. One thing 
is certain. We are all going to 
move into the future together and 
we are all going to be faced with 
the need of laying our plans care- 
fully and making important op- 
erating decisions. We can do this 
best only if we take full advan- 
tage of marketing research and 
assess the various ways in which 
all the changes taking place in 
our economy are likely to affect 
our individual companies. I can- 
not urge you too strongly to util- 
ize this valuable tool to the 
maximum degree. 





Outlook for Profitable Investment 
Opportunities 


Every once in a while I hear 
the fear expressed that America 
may not be able to move forward 
as rapidly in the future as in the 
past because profitable investment 
opportunities will become progres- 
sively limited. This is a fear of 
stagnation—a fear that our tech- 
nological skill will eventually lead 
to unemployment. It is a fear that 
we will cease to develop new or 
improved products—that new in- 
dustries will not be created. 

American industry has one big 
answer to such fears—industrial 
research. American “industry is 
investing hundreds of millions of 
dollars every year in this activity 
— in the unending _search for 
something new—something better 
—something different —and the 
successes have not only been out- 
standing but hold exciting possi- 
bilities for the future. Industrial 
research works against the re- 
striction of cavital investment and 
instead stimulates investment and 
gives capital an expanding impact. 
Fortunately, industrial research is 
the product of competition. The 
more it succeeds the more it 


grows. The more it grows the 
more vitality it gives to American 
industry. 


Underdeveloped Foreign 
Countries and the Point 4 Program 


No analysis of long-term growth 
trends within the United States 
would be complete without giv- 
ing consideration to the role of 
our country in the world econ- 
omy and the influence of under- 
developed areas on the United 
States economy. 

As you all know, under the pro- 
gram known as Point 4, cur coun- 
try has been actively engaged in 
an effort to assist underdeveloped 
countries by helping them acquire 
technical skills, showing them 
how to improve health, education 
and sanitation and assisting them 
on how to make better use of their 
natural resources. It also has been 
part of the program to encourage 
American foreign investments. 

The underdeveloped countries, 
of which there are now 38, in- 
clude over a billion people, half 
the world’s population, living in 
over half the world’s land area. 
Per capita income in this whole 
area is low, under $100. and in 
some areas as low as $30 a year. 
Life expectancy in many areas is 
30 to 40 years. 

These facts make it apparent 
that the economic situation in 
most of these areas is very poor 
by any standard. Their vital im- 
portance to us can be appreciated, 
however, when it is realized they 
supply 73% of all United States 
imports of strategic and critical 
materials and account for 58% of 
all our imports. On the other 
hand, 44% of all United States 
exports go to those same countries. 

In closing, I would like to take 
a minute or two to summarize the 


powerful combination of factors 
which are at work in our econ- 
omy: 

(1) Great increases in our 
population are taking place. By 
1960 we should have 10% more 


pecple equal to a population of 
180 million in this country than at 
present and about one-third more 
by 1975 equal to a population of 
215 million people. 

(2) Employment which is now 
very close to our all-time high 
level should reach about 84.5 mil- 


lion by 1975 for a gain of close 
to 40% over the average so far 
this year. 


(3) Our per capita income and 
standard of living is now but 1.6% 
below the all-time peak ever 
reached by this country or any 


other country in the world—and 
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is expected to advance by about 
one-third by 1969 and be nearly 
double our present level by 1975. 

(4) To satisfy the growing de- 
mand for merchandise, maintain 
our educational level, and advance 
the American standard of living 
huge capital investments—invest- 
ments which cannot safely be 
postponed — must be made for 
many, many years by both gov- 
ernment and industry. 

(5) Industrial research will pro- 
vide almost endless opportunities 
for the profitable investment of 
capital and give capital an ex- 
panding impact on the future 
growth of our country. 

(6) Improvements in the stand- 
ard of living in various foreign 
countries, with a total population 
of about one million people, im- 
provements which are expected to 
proceed at an accelerated pace, 
could step up the demand for 
American products to an enor- 
mous degree. 

In my opinion it would be al- 
most impossible for any of us to 
ask or even wish for a more 
favorable set of factors pertaining 
to our future growth possibilities 
than those I have outlined. As I 
see it. the one thing that could 
prevent America from taking full 
advantage of its opportunities 
would be for us to adopt a lacka- 


daisical or complacent attitude. 
Opportunities can be converted 


into achievement only by hard 
work and careful planning. If all 
of us make certain we do this to 
the very best of our ability, there 
can be no doubt that America will 
move forward to new high levels 
in the future. 


Nassau County Bonds 
Placed on Market by 
Chase Nat'l Bank Group 


The Chase National Bank heads 
a syndicate offering $17,078,000 
Nassua County, N. Y., 2.40%, 
various purpose bonds, dated May 
15, 1954. The bonds mature Nov. 
15, 1954, and each May 15 from 
1955 through 1983, inclusive. 

The bonds are offered at prices 
scaled to yield from 0.85% to 
2.80% , according to maturity. 

Associated with the Chase Na- 
tional Bank in the offering are— 
Bankers Trust Company; Blyth & 
Co., Inc.; Smith, Barney & Co.: 
The Northern Trust Company; 
Harris Trust & Savings Bank: 
Glore, Forgan & Co.: Chemical 
Bank & Trust Company: Lazard 
Freres & Co.; Salomon Bros. & 
Hutzler: Stone & Webster Secu- 
rities Corporation; A. C. Allyn 
and Company Incorporated: Lee 
Higginson Corporation; Estabrook 
& Co.; Reynolds & Co.: F. S. 
Moseley & Co.; L. F. Rothschild 
& Co.: Schoellkopf, Hutton & 
Pomeroy, Inc.; Equitable Secu- 
rities Corporation; Dick & Merle- 
Smith; Laurence M. Marks & Co.: 
R. L. Day & Co.; Eldredge & 
Co. Incorporated; Fidelity Union 
Trust Company, Newark: Roose- 
velt & Cross Incorporated: 


Tucker. Anthony & Co.: Francis 
I. du Pont & Co.; W. E Hutton 
& Co. 

The Illinois Company; City 


National Bank & Trust Co., Kan- 


sas City: First Securities Com- 
pany of Chicago; Hirsch & Co.:: 
Carl M. Loeb, Rhoades & Co.,: 


American Securities Corporation: 


Stokes & Co.: Bartow Leeds & 
Co.: E. F. Hutton & Company: 
Wm. E. Pollock & Co., Inc.: A 
M. Kidder & Co.; Goodbody & 
Co.: R. D. White & Company: 
Hayde Miller & Co.: Field, 
Richards & Co.: Hannahs, Ballin 
& Lee: Newhard, Cook & Co:: 
Folger. Nolan-W B. Hibbs & 
Co. | Mackey, Dunn & Co. 
Incorporated Newburge! Loeb 
& Co.: John Small & Co.: Free- 
man & Company; Ball, Burge & 
Kraus: Sills, Fairman & Harris 
Incorporated; Tilney & Company: 
J. A. Overton & Co.; McCormick 
& Ci Robert Garrett & Sons: 
Shannon & Company: and Gin- 


ther. Johnstor 


& Co 
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Chicago, Rock Island & Pacific 


One of the better grade railroad 
stocks that has failed to partici- 
pate in the generally more buoy- 
ant tone that has characterized 
the recent rail market is Chicago, 
Rock Island & Pacific common. 
Selling about midway between 
the year’s high and low, the stock 
evaluates the most recent earn- 
ings (12 months through Febru- 
ary 1954) only 4.6 times and af- 
fords a return of nearly 7.5% on 
the well protected $5.00 dividend. 
In view %f ihe highly conserva- 
tive capital structure, the huge 
amounts that have been spent in 
recent years on improvements to 


the property and for modern 
equipment, and the broadening 
of the traffic base by virtue of 


industrialization of parts of the 
service area, most analysts are of 
the opinion recent prices repre- 
sent an unwarranted pessimistic 
appraisal of the future prospects. 

The reorganization consum- 
mated by Rock Island a relatively 
few years ago was one of the most 
drastic formulated by the ICC for 
any Class I railroad. Not content 
to rest there, the management on 
emergence from bankruptcy in- 
stituted an aggressive policy of 
debt retirement through open 
market purchases of the new 
bonds. The Income bonds were 
entirely paid ofi and the First 
Mortgage bonds were refunded at 
the very low inte est rate of 2%.%. 
This issue, outstanding at $49,- 
607,000 as of the end of last year, 
and $50,374,582 of equipment ob- 
ligations represent the company’s 
only debt. Moreover, fixed 
charges have, in the process, been 
reduced to $3,282,000 and now ab- 
sorb only 1.6% of gross revenues 
at the present annual level. 

More recently, the company 
started working on the preferred 
stock. By the end of last year it 
had acquired 55,054 shares, re- 
ducing the amount outstanding to 
650,094 shares. Thus, the total of 
capital obligations ranking ahead 
of the 1,408,768 shares of common 


stock amounts to roundly $165 
million and this will be further 
gradually reduced through pay- 


ment of maturing equipment seri- 
als and operation of the snking 
fund on the First Mortgage bonds. 
To the extent that it is ever pos- 
sible to be so, Rock Island’s capi- 
tal structure may be character- 
ized as depression proof. 

To all intents and purposes Rock 
Island is fully dieselized— it has 
a few steam locomotives remain- 
ing for stand-by purposes. Also, 
the management has engaged in 
extensive line relocation projects, 
the last important one of which 
was completed last year. These 
changes were designed to reduce 
the excessive curvature that char- 
acterized the property in the past, 
and to shorten distances between 
important terminal points. This 
latter program was undertaken 
with the dual purpose of increas- 
ing operating efficiency and im- 
proving the road’s competitive po- 
sition with respect to transconti- 
nental traffic. On both scores the 
program has been notably succéss- 
ful 

Last year Rock 
versely affected by drought con- 
ditions in the wheat areas it 
serves. While the road’s interests 
have diversified in recent years 
through the industrial expansion 
in the territory and the improve- 
ment in its competitive position 
with respect to transcontinental 
traffic, this wheat is stil! of great 


Island was ad- 


importance. Despite the drought 


damage to the crops, and the con- 
sequent decline in revenues, Rock 
Island last year reduced its trans- 
portation Tatio to 34.5% 


com- 








pared with 35.9% in 1952 and 
above 38% in the immediate post- 
war period. At the same time, its 
profit margin increased to 19.3% 
against 18.5% in 1952. Common 
share earnings soared to $16.07 
from $13.58 a year earlier. 
Traffic and revenues have con- 
tinued sharply lower so far in the 


current year and the expense 
ratios have been appreciably 
higher. As a result, earnings on 


the common for the two months 
through February dropped _ to 
$1.16 compared with $2.75 in the 
like 1953 interval. The decline in 
traffic has been tending to nar- 
row more recently and the grain 
prospects have improved mate- 
rially in recent weeks. Thus, 
there seems to be little question 
but that comparisons in coming 
months will be considerably more 
favorable. The management it- 
self has been sounding a more op- 
timistic note recently. On the 
basis of the present outlook, anal- 
ysts are inclined to estimate that 
for the full year 1954 earnings 
will go no lower than $11-$12, a 
possibility that is more than re- 
flected in the present selling price 
for the shares. 


Merger of Orvis Bros. 
And Wells & Stanton 


Announcement has been 
of a proposed merger of Orvis 
Brothers & Co., securities and 
commodities brokerage firm, and 
Wells & Stanton, New Orleans 
cotton commission house. The 
consolidation is planned to be- 
come effective on May 7 under 
the firm name of Orvis Brothers 
& Co. 


made 


Wells & Stanton, members of 
the New Orleans Cotton Ex- 
change, operate offices in New 


Orleans and Lubbock, Texas, and 


these offices will be continued 
under the Orvis name. Charles W. 
Wells and George W. Stanton, 


principal partners of the southern 
firm, will join Orvis Brothers & 
Co. as general partners. 

Orvis Brothers & Co., members 
of the New York Stock Exchange, 
and other security exchanges, are 
also active in the commodities 
field, having memberships in the 
nation’s leading commodity ex- 
changes. The merger, according 
to Warner D. Orvis, senior part- 
ner of the Orvis firm, will ma- 
terially broaden its facilities for 
the handling of commodity busi- 
ness, notably in cotton, in which 
field the Orvis firm has been well 
known for many years. 


Wells & Stanton has been 
prominently identified with the 
cotton commission trade in the 


south since 1922. Charles W. 
Wells is a former President of the 
New Orleans Cotton Exchange. 

Orvis Brothers & Co., formed 
in 1872, will consolidate its pres- 
ent New Orleans office with the 
Wells & Stanton office there. The 
addition of the Lubbock office 
increases the number of Orvis of- 
fices to 12, located in key cities 
in the east and south. Its prin- 
cipal office is in New York City 
at 14 Wall Street 


Robert Perry Partner 


In Bergues, Wentworth 
SAN FRANCISO, Cal.—Robert 
H. Perry, identified with the in- 
vestment field in Los Angeles and 
San been 


Francisco, has recently 


admitted as a general 
the management 
of Bergues, Wentworth & Co 


Montgomery Street. 


partner of 
firm 
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The London Stock Exchange Boom 


By PAUL 


EINZIG 


Dr. Einzig discusses the various factors which may have in- 

duced the boom on the London Stock Exchange and finds that 

the most probable cause has been the removal of the threat 

of a premature restoration of sterling convertibility. Holds 

equities on the Exchange have been benefited by dividend in- 

creases and bonus issues, and by resumption of modcrate 
increases in the price level. 


LONDON, Eng. — Week after 
week the Stock Exchange contin- 
ued to display remarkable firm- 
ness in April. At first this was 
attributed to 
Budget hopes. 
It was widely 
expected that 
Mr. Butler 
would risk the 
the unpopu- 
larity of mak- 
ing really sub- 
stantial tax 
concessions to 
business en- 
terprise and 
to the inves- 
tor, for the 
sake of en- 
couraging 
much - needed 
new capital investment. These 
hopes were disappointed. The 
Budget gave industry very little 
and it gave nothing to the inves- 
tor. In spite of this, after a few 
minor setbacks, the boom contin- 
ued, 


Nor was the decline in the pop- 
ularity of the Conservative Gov- 
ernment, as indicated by unfavor- 
able by-election results, able to 
check the boom. Until the middle 
of April, the percentage of Con- 
servative vote showed a small but 
steady increase for months in each 
by-election. During the second 
half of April, on the other hand, 
Socialists gained substantially on 
the Government. As a rule, this 
should depress the Stock Ex- 
change, owing to the increase of 
the chances of Labor returning to 
power after the next general 
election. This time the Stock Ex- 
change chose to ignore the ad- 
verse indications. 





Dr. Paul Einzig 


Even the hydrogen bomb scare 
the deterioration in the military 
situation in Indo-China, and the 
growing pessimism about the pros- 
pects of the Geneva Conference, 
were unable to damp the optim- 
ism of the Stock Exchange. In 
some quarters this is explained 
on the ground that these factors, 
by foreshadowing a further in- 
crease in arms expenditure, in in- 
dustrial activity and in stockpil- 
ing, are in fact largely responsi- 
ble for the boom. This argument 
overlooks the fact that the rise 
is shared not only by equities but 
also by Government loans. _In- 
deed, on the few occasions on 
which equities suffered tempor- 
ary setbacks, Government loans 
continued to forge ahead. Yet any 
deterioration of the international 
political and military situation 
would be a bear point to Govern- 
ment loans. It would mean more 
public expenditure, bigger deficit, 
more borrowing. 

The causes of.the boom must be 
sought elsewhere. Many com- 
mentators attribute it to the pros- 
pects of a Bank Rate reduction. 
Yet after each Thursday’s meeting 
of the Bank of England the ab- 
sence of the anticipated announce- 
ment of Bank Rate cut is unable 
to prevent the boom from contin- 
uing. 

The fact of the 
the markets for equities and fo! 
Government loans are influenced 
by largely separate and at times 
conflicting factors, and the rise ol 
the one stimulates the rise of the 
other. Equities benefited by divi- 
dend increases and bonus issues; 
by the resumption of a moderate 
increase of prices after 12 months 
of complete stability; by the pros- 
pects of more arms expenditure, 
and by better figures of exports 
and output. Government loans 


matter is that 


benefited by the firmness of sterl- 
ing, by the unexpectedly large in- 
crease of the sterling area gold 
reserve in March, and by Mr. But- 
ler’s promise of an economy drive. 
The firmness of equities helps the 
Government loans, and vice- 
versa. 

Above all, both sections of the 
Stock Exchange have been helped 
by the removal of the threat of a 
premature restoration of sterling 
convertibility. Until recently fears 
were entertained in many quar- 
ters that the Government may al- 
low itself to be persuaded to risk 
an early decision to that effect. 
It would mean the risk of having 
to tighten credit and raise inter- 
est rates in an effort to maintain 
convertibility. This would be 
equally bad for Government loans 
and equities. 

Today the number of people 
who still think in terms of early 
convertibility is very small. The 
idea of convertibility in 1954 has 
been gradually abandoned. Fears 
of measures which would cause a 
fall in Government loans and 
equities have largely subsided. 
This consideration probably as 
much as any other, may be re- 
garded as the explanation of the 
Stock Exchange boom. 


Chicago Street Club 
Elects Officers 


CHICAGO, Ill. — The Street 
Club, an organization of younger 
men in Chicago financial houses, 
held its annual meeting in the 
Press Room of the La Salle Hotel 
on Wednesday, April 21, 1954. 

Officers elected for the coming 
year include: 

President—James V. Donoghue, 
A. G. Becker & Co. Incorporated; 
Treasurer—John C. Sturgis, Con- 
tinental Illinois National Bank; 
Secretary — William A. Corbett, 
Hornblower & Weeks. 

Directors include: Homer Har- 
grave, Jr., Merrill Lynch, Pierce, 
Fenner & Beane; Gordon Bent, 
Bacon, Whipple & Co.; Gordon 
Teach, A. C. Allyn & Co.; Donald 
C. McCotter, Lee Higginson Corp.; 
Bruce J. Simpson, Webber, Simp- 
son & Co.; Edward Liphardt, The 
Milwaukee Company. 

Directors will elect a Vice- 
President at the first usiness 
meeting of the new organization, 


New York Stock Exchange 
Weekly Firm Changes 


The New York Stock Exchange 
has announced the following firm 
changes: 

John Kerr will retire from 
partnership in T. L. Watson & Co, 
April 30. 

Transfer of the Exchange mem- 
bership of Herman M. Freydberg 
to Robert Bollt will be considered 
by the Exchange on May 6. 

Transfer of the Exchange mem- 
bership of Samuel H. Robinson 
to George Stein will be consid- 
ered May 6. 


A. C. Schenkosky Opens 


WICHITA, Kans. Albert C. 
Schenkosky has opened offices at 
912 North Market Street to con- 
duct a securities business. 


Robert A. Rice 
Robert A. Rice, partner in 
Francis I. du Pont & Co., passed 
away April 13. 
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Creator with certain unalienable 
Rights, that among these are Life, 
Liberty and the pursuit of Hap- 
piness.” 

This affirmation of the inalien- 
able rights of man found imple- 
mentation in the Constitution of 
the United States 3s well as in 
the Amendments known as ithe 
Bill of Rights, which were adopi- 




































































































ed in 1791 due in no small part 
to the insistence of Jefferson. It 
is found in many places in the 


Bill of Rights, including the Fifth 
Amendment with its provision 
that no person shall be deprived 
of life. liberty or property with- 
out due process of law, and the 
Ninth Amendment with its pro- 
vision that the enumeration in the 


Constitution of certain rights shall 
not be construed to deny or dis- 
parage others retained by the 
people. 

Time and again the Supreme 
Court of the United States has 
said that these Rights and these 
Liberties include the right to en- 
Gage in any of the common occu- 


pations of life without the impo- 
sition of unreasonable or burden- 
some restrictions. 

Since 1776 the world has 
catching up with Jefferson and 
ihe other founding fathers of 
America even though the pace has 
not been as fast or as steady or as 
uninterrupted as we might desire 


been 


and even though it would take an 
eptimist indeed to say that any- 
thing like the full measure of 


their objectives has been univer- 
sally attained. In 1948 the Gen- 
eral Assembly of the United Na- 
tions adopted a Universal Decla- 
ration of Human Rights which not 


only set forth the su'vsstance ct! 
what I have quoted from the 
Declaration of Independence, but 
which went on to add something 


more specific in its bearing on the 
subject which we are discussing 
today. Article XX of the Univer- 
sa! Declaration reads as follows: 


“(1) Everyone has the right to 
f.eedom of aceful assembly and 
association 

*“(2) No one mav be compelled 


to belong to an 


association.” 


The Santa Fe Lawsuit 
that I Was 
you today 


1 believe 
speak to 
Santa F; 


invited to 
because the 
Railroad is engaged in 
a law suit in Texas which in- 
volves this freedom from being 
compelled to belong to an asso- 
‘dation. This suit is to prevent the 
railroad from being forced by the 
Lwon-operating railroad unions to 
sign a “union shop” contract. 
Such an agreement would require 
the railroad to serve notice on all 















































present employees who are not 
union members that they must 
join the union representing their 
craft within 60 days or be fired 
from their jobs. The agreement 
would require that new em- 
pioyees join the union within the 
60-day period. 

It is clear that the proposed 


agreement contemplates we would 
use the power of an employer to 


ageprive individual men and wo- 
men of a freedom which is theirs 
@# an unalienable right. We are 
asked to fire peoodle for exercising 
their rights. A right to pursue 
happiness a right to get the 
means of sustaining life—a right 
of property—a richt to work. It is 
@ freedom cf individual men and 
women which we cannot bargain 
away. It is not our right to bar- 
Bain it away 

This union shop agreement was 
proposed und an amendment 
pessed in 1951 to the Railwav La- 
bor Act. sanctioning a union shop 
under certain conditions. Under 
the amendment, the union shop 
was sanctioned, any other law, 
state or Federal, to the contrary 











notwithstanding, being in this re- 
&pect unlike the Taft-Hartley Act 

















Inalienable Rights vs. 
The Union Shop 


which does not permit a union 
shop in the 16 states where right- 
to-work laws are in effect ban- 
ning any arrangement whereby 
membership or nonmembership in 
a labor union is made a condition 
of employment. Years ago there 
was some compulsory unionism— 
guite a small percentage—in the 
railroad industry both with re- 
spect to so-called standard unions 
and company unions. In_ 1934, 
however. every form of compul- 
sory unionism was outlawed in 
the revised Railway Labor Act 
passed in that year. The purpose 
of the 1951 amendment, advocated 


by most of the unions and solidly 
ypposed by management, was to 
remove this ban. 

The law suit was instituted by 
13 Santa Fe employees at Ama- 
ril's, Texas, against both the 
uniol and the railroad. Santa 
Fe subsequently aligned itself 
with its employees and against 
the union. In the first stage of 
what may be a very protracted 


proceeding the District Court at 
Amarillo found that the proposed 
union shop agreement would de- 
prive the individual employees 
and the Santa Fe of rights guar- 
anteed to them under the Consti- 
tution. The court granted a per- 
manent injunction enjoining the 
signing of a union shop agree- 
ment. Also, the order of the court 
restrains the union from demand- 
ing such agreement through use 
of a strike or through other eco- 
nomic sanctions. 

One of the witnesses who tes- 
tified at Amarillo was a young 
man who had been discharged by 
another railroad. This young man 
had been a member of the appro- 
priate labor organization. The 
lime came when _ unfortunately 
both his wife and his child be- 
came ill. He encountered unusual 
exvenses which caused him to 
be in debt and he became delin- 
quent in his dues to the labor or- 
ganization. When he became de- 
linguent in his dues he was no 
longer in good standing and, un- 


der the agreement between the 
laber organization and the rail- 
road in question, he was dis- 
charged. Of course this did not 


helo him pay his debts nor did it 
he!» him or his family in the pur- 
suit of happiness. 


Is Compulsory Unionship Comnat- 
ib'> With Constitutional Rights 

Now, I do not propose to talk 
too much today about this specific 
case at Amarillo. It is an impor- 
iant case because it raises a ques- 
tion that has never, so far as I 
heve been able to learn, been 
squarely presented to or decided 
by the Supreme Court of the 
United States, namely, whether 
compulsory union membership is 
compatible with the fundamental 


liberties guaranteed by the Bill 
of Rights. 

There have been state court 
decisions, some one way, some 


another, but none by the Supreme 
Court of the United States. What 
is important is the principle of 
liberty that so thoroughly per- 
meates the Amarillo case. The 
very fundamental liberty which is 
involved is the right to work 
without complying, as a condition 
of employment, with any require- 
ment of membership or non- 
membership in a labor union 

We are not opposed to unions on 
the Santa Fe. We have recognized 


railroad unions beginning in the 
1880's, and we think that they 
have a useful and legitimate place 


among American institutions 
These railroad labor unions are 
among the very best of the labor 
organizations in the country. I 
most of their executives, 
and they are good people. I have 
no quarrel with them personally 
i have no quarrel with the man- 


KNOW 
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ner in which the labor organiza- 
tions have carried on. My differ- 
ence with them relates to a ques- 


tion of principle on a_ specific 
issue. 
We are resisting the demands 


for a union shop because we think 
they are contrary to the principles 
under which this country has been 
founded, because we do not wish 
to be a party to depriving our em- 
ployees of their rights, and be- 
cause we believe that the sub- 
jugation of the individual is con- 
trary to the best interest of all 
concerned. We think that yield- 
ing to the demands would work 
injury, tangible and intangible, to 


the company and to the em- 
ployees, both those who are 
presently union members and 


those who are not. 

It is an obvious infringement on 
the liberty of a man to force him 
against his will to belong to any 
private organization. This is 
scarcely denied, but an attempt is 
made to justify the deprivation of 
liberty in the case of a labor union 
on a number of special grounds. 

In the first place, the principle 
of majority rule is invoked. It is 
said that if the majority of em- 


ployees unite in organizing a 
union on democratic principles 
their decision is binding on all. 


But this is no more true in a labor 
union than in any other type of 
private association. 

There is nothing absolute about 
the principle of majority rule. It 
is not unlimited. Under free in- 
stitutions the majority may not 
encroach upon the fundamental 
liberties of the minority. The very 
purpose of our Constitution and of 
the Bill of Rights is the protection 
of minorities. Tyranny and op- 
pression are as bad at the hands 
of a majority as at the hands of 
George III or a dictator heading a 
modern police state. 

There is reason for believing 
that in America today the danger 
to liberty from outside our borders 
is not the only one we face. There 
is also the danger which has it; 
origin in the impulses and emo- 
tions which impel the crowd to 
infringe on individual rights. 


Arguments for Compulsory 
Union Membership 

Compulsory union membership 
is also supported by an appeal to 
the equitable theory that since the 
union confers benefits on all em- 
ployees by acting as their collec- 
tive bargaining representative and 
otherwise, each of them should be 
compelled to bear a share of the 
burden of supporting the organi- 
zation. 

Those who stay out, it is said, 
are free riders who get unjust en- 
richment at the expense of the 
members. Drawing an analogy 
between union dues and taxes, 
those who take this view say that 
democratic principles require non- 
union men to contribute financial 
support to the union which repre- 
sents them. They go so far as ex- 
pressly to classify union dues as 
taxes. 

These reasons no more support 
compulsory membership in a labor 
union than in any other type of as- 
sociation. Even if the premises of 
the free rider argument were fully 
valid, they would not justify the 
conclusions drawn from them. 
They would mean only that every 


employee should be required to 
pay to the union a fair share of 
its expenses of operation. They 


would not mean that the employee 
should, in addition to that, be re- 
quired against his will to join an 
organization and subject himse!f 
to its government and discipline 
The payment of dues to the 
union cannot properly be likened 
to taxes. Taxation is a sovereign 
power and may be exercised by 
the government alone. There is 
not the slightest basis for the 
levying of taxes by a labor union 
or by any other private associa- 


tion 
Every Chamber of Commerce, 
every Board of Trade, everv 


trade association, every taxpayers’ 


league, many fraternal organiza- 
tions, and many service clubs pro- 
vide benefits for a group of per- 
sons. Quite a few people think 
one political party or the other 
provides inestimable benefits te 
all of the people of the country. 
Yet would that justify making 
membership compulsory in these 
associations, including the politi- 
cal parties? 

The theory of the free rider 
argument is that when an organi- 
zation is protective or promotive 
of the interests of a class or group, 
every member of that class or 
group should be compelled to join 
and support the organization. This 
idea is opposed to the fundamental 
theory of private organization, A 
group of people associate them- 
selves to advance their common 
interests. They try to persuade as 
many others as they can to join 


with them, but since the under- 
taking is wholly private and 
voluntary they can use nothing 


but persuasion to obtain or retain 
members. According to the com- 
pulsory union membership theory, 
however, whenever an organiza- 
tion becomes representative of a 
large numbcr of persons having a 
common interest, everyone having 
the same interest should be com- 
pelled to join the organization. 

For the sake of testing the free 
rider theroy, let us look for a 
moment at the benefit bestowed 
upon workers as a class by the 
investors who raise the capital to 
build the plant and provide the 
management whereby workers are 
given employment. Suppose a law 
were passed providing that man- 
agement could require as a con- 
dition of employment that all em- 
ployees must belong to an industry 
protective association, formed to 
advance the welfare of the indus- 
try as a whole. A strong argument 
could be made that the corporate 
employer, by financing, organiz- 
ing and managing the business, is 
providing the opportunity for em- 
ployment which is so vital to the 
employees, furnishing them as it 
does with the means of earning a 
livelihood. It could be argued that 
the employer is not only investing 
money and taking risks for the 
benefit of the employees or the 
corporation, but is supporting the 
industrial association to look out 
for the welfare of all of those en- 
gaged in the industry, and there- 
fore, the employees should not be 
free riders in the organization 
which likewise functions for their 
benefit. One could argue that they 
should be compelled to join the 
association, to pay their dues and 
to submit to the charter, by-laws 
and rules governing the other 
members of the industry associa- 
tion, which some might argue 
confers greater material benefits 
on employees than any labor or- 
ganizations. Despite the apparent 
absurdity of this illustration, it 
has fully as much logic as the case 
for compulsory unionism. 


“A Forced Follower’—Not a 
“Free Rider” 

The non-union man in 
represented by a union has no 
choice but to accept the wages, 
hours and working conditions ne- 
gotiated by the union. His right 
to negotiate with the employer on 
these subjects has been taken 
away from him and vested in the 
union. He may strenuously object 
to union representation. But there 
is nothing he can do but accept 
it. The truth of the matter is that 
he is a forced follower, not a free 


a craft 


rider. 

The right to represent all em- 
plovecs instead of mercly the 
union members is not a burden 


that has been forced on the union; 
it is a right and a privilege that 
they have sought and that they 
highly prize. About the last thing 
i the world the 
would is to have 
union men they represent 
bargain for themselves. The right 
of a union to bargain for all em- 


union leaders 
the 
free to 


in 


want non- 


ployees is something whose value 





to the union far exceeds any 
burden which it may entail. 

The benefits that the employees 
get from a union can be over- 
estimated just as they can be un- 
der-estimated. No informed per- 
son would suppose, for instance, 
that the increases in wages in this 
country between 1939 and 1954 
came about altogether by virtue of 
union activity. It should not be 
overlooked that some union poli- 
cies benefit employees unequally. 
Some are greatly helped, others 
are aided moderately, while still 
others suffer a detriment, as ior 
instance, where a iarge increase 
in wages raises costs and prices 
and curtails sales and employ- 
ment. 

The final ground that is urged 
for supporting compulsory union 
membership is that it is necessary 
for union security. Labor leaders 
have freauently placed their de- 
mands for security on the basis of 
need. They have said in effect: 
“We must have the closed or 
union shop to guarantee our exist- 
ence and thereby insure protec- 


tion of the gains of organized 
labor.” Where this idea has been 


accepted, the acceptance has gen- 
erally been uncritical and without 
question. But now that the union 
shop form of compulsory union 
membership has spread beyond 
mere local situations, it is time to 
evaluate the theory of the need 
for the union shop as essential to 
the survival of the union, or to its 
prosperity and well being, or its 
successful operation. It is time to 
test it and reappraise its role as 
an instrument of union security. 


Modern Labor Organizations 
Favored by Laws 


Modern labor organizations are 
in a position very different from 
their forerunners of three or four 
decades ago. It is not too much to 
say that the laws have been revo- 
lutionized in their favor. Em- 
ployees have been given the right 
to organize and the right to bar- 
gain collectively. The correlative 
duty has been imposed on the em- 
plover to bargain with the union. 
The employer has been forbidden 
to interfere with the right of self- 
organization. A long list of prac- 


tices to which unions have ob- 
jected have been outlawed. The 
union as a collective bargaining 


agent has been given the right to 
represent all employees so that 
the union so selected is the bar- 
gaining agent for all employees, 
union and non-union alike. This 


provision takes away from the 
individual non-union employee 
the right to bargain for himself 


in the matter of wages, hours and 
working conditions, and places it 
in the hands of the union holding 
the right of representation. Thus 
from the organization of the union 
to the execution and enforcement 
of a collective bargaining con- 
tract, labor has secured the all- 
powerful helping hand of govern- 
ment. It is something of an under- 
statement to say that labor is no 
longer the under-dog in industrial 
relations. 


Is There Need of Compulsory 
Unionism? 

Fortunately, the yardstick of 
ample experience in the railroad 
industry is at hand to test the va- 
lidity of the assumption that the 
need for compulsory union mem- 
bership continues under modern 
conditions. From 1934 to 1951, the 
Railway Labor Act specifically 
forbade closed or union shop con- 
tracts in the railroad industry. If 
the old assumptions about need 
were sound, one would expect to 
find that railroad labor organiza- 
tions fared rather badly in that 
17-year period. We all know, at 
least in a general way, that rail- 
road labor unions have made con- 
siderable progress in recent years, 
and have enjoyed marked success. 
But we need not speculate—let us 


see what the record shows. 
It is interesting indeed to ex- 


amine membership figures of the 
three largest non-operating rail- 
road unions during the period 
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when the union shop was forbid- 
den by legislation. They show a 
three-fold gain during this very 
time. 


In 1935 there were about 72,500 
members of the Brotherhood of 
Railway Clerks. By 1952 this fig- 
ure had grown to at least 250,000, 
and perhaps as high as 350,000. 

The Brotherhood of Mainte- 
nance of Way Employees in 1935 
numbered about 33,500. In 1952 
this figure was at least 158,600 
and possibly as high as 171,400. 

The Brotherhood of Railway 
Carmen also enjoyed an extensive 
expansion. In 1935 its membership 
was about 55,000, and by 1952 it 
was between 114,600 and 145,500. 


The other rail unions expanded 
in a comparable fashion during 
the same period. These figures I 
have used are fair approximations 
based on reliable sources. They 
are not exact because the unions 
themselves are the only source of 
precise information and they are 
loathe to furnish such figures. 

Membership is not the only area 
in which these unions have en- 
joyed outstanding success. By 1952 
each had collective bargaining 
contracts covering substantially 
ail—between 94 and 99%—of the 
railroad milage in the country. 

Figures are not available to the 
same extent as to the gain during 
this period in the financial re- 
sources of these labor organiza- 
tions. However, enough informa- 
tion is available to enable us to 
say with a moral certainty that 
railroad union finances improved 
greatly in the years 1934-1951. 

Let me repeat—and we must 
not lose sight of the fact—that this 
expansion and growth took place 
«uring a period when it was a 
criminal offense to have a closed 
or union shop on an American 
wailroad. Where then is the need 
for contract guaranties of union 
security of the sort found in a 
minion shop agreement? The an- 
‘swer, plainly and simply, is there 
is no such need. 

This experience in the railroad 
industry does not stand alone. It 
has its parallel in the growth in 


the ranks of organized labor in 
industry after industry without 
the coercive influence of the 


union shop or any other form of 
<ompulsory union membership. 


Anions Abroad Have Grown With- 
out “Compulsory Membership” 


What has been true in the 
United States has likewise been 
true abroad, in England, on the 


continent of Europe, and in Aus- 
tralia. Unions have grown and 
prospered as voluntary associa- 
tions without the aid of compul- 
sory membership. I do not mean 
to say that the union shop or 
some other variant of compulsory 
unionism has been wholly absent 
in those countries because it has 
not, but it is by no means univer- 
sal, and in the free world it is still 
not only being opposed by em- 
ployers but disdained by impor- 
tant segments of workingmen who 
prefer to keep their associations 
on a voluntary basis and who re- 
ject the loss of individual liberty 
inherent in compulsory member- 
ship. 


The labor union, we may there- 
fore assume, may be strong and 
effective without resort to coer- 
cion and compulsion to fill its 
ranks. Labor leaders know that. 
Indeed, the principal spokesman 
for railroad labor candidly said 


so when he asked Congress to lift 
the ban on the union shop in the 
Railway Labor Act. He placed the 
desire for the union shop on the 
desirability of giving the organi- 
zation more power of discipline 
over the whole group of 
ployees, including those presently 
in the unions as well as those out- 
side of the ranks. He wanted 
power, he said, to enforce the 
policies of the unions. 

The added power of discipline 
would no doubt be a convenient 


em- 
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instrument to the labor leader in 
many situations. 


Union Discipline and Loss of 
Individual Liberty 


But here we have another illus- 
tration that one man’s accession of 
power is another man’s loss of 
liberty, human dignity, and self- 
respect. The workman who is 
coerced into joining a private as- 
sociation against his will can no 
longer look the world in the eye 
with the same assurance of being 
a free American citizen. He has, 
in fact, become subject to disci- 
pline, to being pushed around. In 
the railroad industry he may be 
discharged only for failure to pay 
the initiation fees, dues and as- 
sessments, but he is, nevertheless, 
subject to every other form of 
union discipline and upon pain of 
that discipline he must abide by 
the charter and by-laws, the rules 
and regulations of the union. 

Often as a union man he is ex- 
pected to contribute to an asso- 
ciated political organization, and 
otherwise toe the line politically. 
Not uncommonly he is forbidden 
to advocate any legisiation inimi- 
cal to the organization, which in 
practice not infrequently turns out 
to mean what is disapproved by 
the leadership. This means an as- 
sertion of control by the union 
over many matters without direct 
bearing on the union’s role of col- 
lective bargaining representative, 
and as to which the leaders 
sume to know better than the in- 
dividual himself what is good 
and what is bad for him. 

However appropriate this might 
be where membership in the 
union is on a voluntary basis, it 
becomes intolerable when it ap- 
plies to one who is forced into 
the organization against his will. 
It is bad enough to force a man 
into a good union. But what about 
forcing fine American citizens 
into a union dominated by Com- 
munists, or one dominated by 
racketeers? 

That is being done in this coun- 
try today, and the doing of it is 
being facilitated by the laws and 
the institutions erected during the 
30’s and 40’s in this country. The 
CIO has expelled a number of 
large and important unions be- 
cause of Communist domination, 
but that has not ended their power 
or the power of other Communist- 
dominated unions under union 
shop agreements to force workers 


as- 


into their ranks. 

Here in New York public at- 
tention has been focused in the 
past few years on unions con- 


trolled by racketeers and criminals 
on the waterfront and in the 
building industries, where honest 
men because of union shop agree- 


ments had to bow the knee to 
these criminals and racketeers to 
earn their daily bread. 

These conditions point up the 
comment made by President 
Roosevelt in 1941, that under his 


leadership the government would 
never compel non-members to 
join a union by government de- 
cree, “That,” he ould be 
too much like the Hitler methods 
toward labor.” 


said, “w 


” 


“Coercion Is Inherently Wrong 
The method essentially the 
same wherever coercion is em- 
yloyed, whether it be coercion of 


is 


the unions, or the employer, or 
government, or some combination 
of them. And let it not be for- 
gotten that coercion is inherently 


wrong whether the union be good 
or bad. 

Some labor leaders know that 
this coercion is not in the best 
interest of everyone, not even of 
the unions themselves. Those 
labor leaders who, like the pres- 
ent heads of the Brotherhood of 
Locomotive Engineers, prefer the 
voluntary form of association, are 
following a sounder policy even 
when judged from the standpoint 
of union self-interest. Undoubt- 
edly things are made easier for 
union leadership when it no 





longer hecomes necessary to 
solicit members or tg worry about 
the collection of dues. Qufte true, 
the added power in disciplining 
members, in dealing with em- 
ployers, with the public, and the 
government, must look attractive. 
But are all of these features un- 
mixed blessings? I am far from 
sure. Everyone of them has pro- 
duced and every one of them in- 
evitably will continue to produce 
a reaction. The coerced conscript 
follower cannot be of the same 
value to the organization as the 
convinced adherent who joins of 
his own free will. 

A change takes place in the 
relationship between the official 
and the rank and file in the sense 
that close communion is dimin- 
ished and mutual understanding 
deteriorates. The member no 
longer has the right to show his 
dissatisfaction by leaving the or- 
ganization—a privilege not infre- 
quently availed of in a free type 
of organization and one highly 
prized by many men. 

Theoretically the dissatisfied 
nember has his remedy by the 
election of a new slate of officers 
or even voting for a change in the 
collective bargaining agency. Ac- 


tually these remedies are not 
often invoked because they aye 

enormously difficult to use. 
From the standpoint of the 


union, one of the chief drawbacks 
to compulsory membership lies 
around the corner. Presently the 
status of the union is that of a 
voluntary private association, 
treated by the law as such. As it 
loses its voluntary character, as 
membership becomes compulsory 
and universal, can it be expected 
to continue to be treated as a 
voluntary organization? Isn’t this 
unlikely in the long run? 

A union, membership in which 
is compulsory, and particularly a 
union, membership in which is a 
condition precedent to holding a 
job in one of the major industries 
of the United States, is a likely 
target for progressively stricter 
governmental regulation. If that is 


what the proponents of com- 
pulsory union membership want 
they are going about it in the 


right way. They might profitably 
reflect that in totalitarian coun- 
tries, like Spain and Portugal, the 
union is a quasi-governmenial 
syndicate. 

In a free country, free unions 
are more in keeping with other 
institutions as well as more con- 


formable to the liberties of the 
people, and they no longer can 
remain free if they follow the 


policy of coercing and compelling 
membership. 


With Walter Gorey 


to Tue Finance 


Colvin 
(Sy AL. CHRONICLE) 

SAN FRANCISCO, Cal. tay- 
mond W. Coivin has become asso- 
ciated with Walter C. Gorey Co., 
Russ Building. Mr. Colvin was 
formerly Sacramento Manager for 
Bailey & Davidson and in the past 
conducted his own 
business in San Francisco. 


investment 


Joins Hopkins, Harbach 
Spe ] Ine Fir IAL CHRONICLE) 
LOS ANGELES, Cal.—Thomas 

A. Nixon affiliated 

with Hopkins, Harbach & Co., 609 

South Grand Avenue, 

the Los Angeles Stock 

change. He vy formerly with 

Fewel & Co. Wagenseller & 

Durst, Inc. 


has become 
membe} S 
of Ex- 
as 


and 


Perna, Ewart Now With 


Investors Research 
il to Tue Frnanciat Curonicie) 

LOS ANGELES, Calif. — Park 
J. Ewart and Vincent F. Perna 
have become connected with In- 
vestors Research Management 
Company, 6363 Wilshire Boule- 
vard. Mr. Perna was formerly an 
officer of A. C. Karr & Co. 
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By H. E. JOHNSON 


This Week — Bank Stocks 


Most of the major banks during the past decade have shown 
substantial improvement in both the forni and content of their 
reports to stockholders. 

While there are still a few institutions that report earnings as 

a net figure without detailing charges, for taxes, reserves, etc., 
more and more are endeavoring to show operating results which 
portray an accurate picture of the conditions for the period. 
: In spite of the gains made so far there is still room for much 
improvement among some of the banks. The analyst must be 
constantly at work to evaluate and interpret these differences both 
as between banks in different regions and banks in the same 
locality. 

Because of this it may be necessary for the analyst in stating 
the earnings of some banks, to provide a long explanation as te 
why the reported figures of the institution may not agree with 
his particular results. 

This condition was particularly noticeable in the quarterly 
statements of operating earnings of the New York City banks 
for the first quarter of 1954. For example, the summaries of 
operating earnings for the period published by the leading invest- 
ment houses show considerable variation in the results for Chase 
National and Guaranty Trust. In some instances the earnings for 
the quarter are properly marked with footnotes explaining why 
the figures differ from those reported by the banks. However, 
most explanations are inadequate in that they do not state wiry 
the figures do not represent the true operating results. To give 
an adequate explanation would take considerable time. However, 
the following comments it is honed, may help to clarify in some 
measure how and why some of these differences arise. 

In most instances the New York banks reporting operating 
earnings exclude security profits from the operating statement. 
listorically such profit or loss items have been treated non- 
recurring and carried directly to surplus or valuation reserves. If 
such items were not considered as a part of operating earnings, it 
does not seem proper that tax charges or credits resulting from 
security profits or losses should be charged or credited to oper- 
ating income. 

This is where one of the principal differences arise. Although 
both Chase National and Guaranty Trust in their quantity reports 
show operating income before taxes, the reserve for taxes includes 
charges or credits resulting from security transactions. In other 
words the provision for income taxes takes into account transac- 
tions other than operating earnings. For this reason, it is impos- 
sible from the figures presented to determine accurately exactly 
what the operating earnings after taxes on operating income are 
for a particular period. 

As long as the security transactions were small or resulted 
in only nominal profits or losses, the impact upon reported figures 
was of little consequence. During the past year, however, the 
rapid changes in the interest rate pattern have enacted the opporx- 
tunity for substantial profits. 

Thus in the first quarter Chase National reported net profit 
on securities of $1,120,000 as against $106,000 in the similar period 
of 1953. Guaranty Trust at the same time showed security profits 
of $2,967,849 in the three months ended March 31, 1954 as com- 
pared with a loss of $1,518,900 in the same period of last year. 

Undoubtedly a fair sized portion of the tax provision in the 
first quarter was thus attributable to these security profits al- 
though the exact amount is not known. 

Some analysts have endeavored to estimate the 
earnings taking this fact into consideration. Thus, whereas, it 
appears from the quarterly reporis that Chase Bank earned 87 
cents a share in 1954 and 84 cents in 1953, some of the investment 
houses have published reports estimating that a more accurate 
figure for the first quarter might be 91 cents a share. In other 
words, in the provision for taxes 4 cents a share represents taxes 
properly chargeable to security profits rather than operations, 











as 


operating 


Similarly, Guaranty Trust according to its report would ap- 
pear to have operating earnings of 94 cents a share in the first 
quarter against 98 cents in 1953. In the 1954 period, however, 
the tax provision was $7.560,000 as against 35,870,009 eari.er 
Obviously, a large part of the change is dye to changes in security 


1 year 


profits. It is practically a certainty that had the taxes properly 
chargeable to operations been shown, earnings for the 1954 period 
would have shown an increase rather than 2 reduction. 

While some analysts report earnings of Guaranty on the 
basis of company figures, others attempt to ist for this. One 
house for example estimates overating earnings of Guaranty at 
$1.23 a share for the quarter as against 98 cenis in 1953. Another 
estimates $1.15 a share in 1954 as against 98 cents last vear 

In such situation, it is essential that the analyst pay pa! 
ticular attention as to how the bank reports its earnings. OF 
course the banks could be more helpful by providing the neces- 
sary information. It is hoped that this will be ace lished before 
too long so that vroper comparisons can be made d the need 
for detailed explanations unnecessary 
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Continued from first page 


As We See It 


very much of a constructive nature is being done, the 
fact is certainly being effectively concealed from the 
public. 


We are well aware that the preoccupation of the vari- 
ous agencies of communication with the McCarthy dra- 
matics is in response to public interest, real or imagined 
—and we strongly suspect that the interest is more real 
than imagined. In fact, it is this realization which dis- 
tresses us most. There are important matters at stake in 
the McCarthy hearings, of course, but they could and 
should be investigated and settled without all the antics 
now occupying the time and the attention of both Con- 
gress and the public. If they were being so dealt with, 
it would be much more likely that other important pub- 
lic business would receive the attention that it should 
have. And we are equally certain that were the public 
appetite for this type of “show” less keen, there would 
not be so much pains taken to put it on. What all this 
means is that it is the fault of the great rank and file 
rather than of the television, the radio and the press 
that this silly business is diverting attention from so many 
major problems. 

Time Is Short 

The fact remains that every day time is getting 
shorter and shorter in which statesmanlike progress may 
be achieved in this session of Congress, and there is in 
evidence no corresponding progress with the work which 
should be in hand. Run over the list of some of the more 
important matters on which this Administration has 
promised action—and on which the President has em- 
phatically demanded action. Taxation, agricultural policy, 
international economic relations, housing, social security 
—these are some of the more vital of them. 

On each of them the President has very strongly 
urged action. With what result? An Administration bill has 
been drawn and more or less vigorously pushed in the 
matter of broad tax revision, but its fate in the Senate and 
in conference later is far from clear at this time, and ac- 
tion appears to be lagging. In all other cases the program 
appears to be definitely lagging—and, what is worse, in- 
terest seems to be uncertain at best. The time is approach- 
ing, moreover, when members of the House and some of 
the Senate will be itching to get home and begin prepara- 
tions for arduous campaigning. 

Let there be no misunderstanding. We do not mean 
to imply that all these plans and programs of the Presi- 
dent are worthy of adoption in the form he has suggested. 
Far from it. Some of them are in need of major modifica- 
tion. Some of them, in fact, should in effect be reversed. 
The point is that all of them have to do with vital current 
issues which urgently need constructive attention. Merely 
to neglect them, or to find convenient ways and means of 
evading them, is not statesmanship. The Republican party 
to deserve respect and support from the general public 
this autumn must show itself interested in and capable 
of constructive statesmanlike action, and there is not a 
great deal of time left. 


The Administration, Too 

Neither do we mean to convey the impression that all 
the shortcomings of the past year are to be laid at the 
door of Congress. It is unfortunately a fact that within 
its own domain and within areas where it has full discre- 
tion, the Eisenhower Administration has at points winced 
and relented and refrained. At others it has come peril- 
ously close to reversing itself completely. It certainly ap- 
pears to have lost its enthusiasm for budget balancing. It 
has done good work in the reduction of expenditures, al- 
though more doubtless could de done, but it has felt it 
necessary to yield in the matter of revenue collection to 
the point where a balance of accounts is still a “far off 
divine event.” 

So far as debt management is concerned, the promises 
of the earlier days of the Eisenhower regime have ap- 
parently been completely forgotten. Abortive efforts to 
get the Federal debt into longer term form were quickly 
abandoned when it was found that higher interest rates 
were required. Meanwhile, altered monetary policy has 
maintained a ridiculously low system of yields on short- 
term Treasury debt, and the authorities at Washington 
have faithfully taken advantage of the fact—precisely as 
did their predecessors in office. 

As to the “new look” in Federal Reserve policy, it is, 
of course, the official claim that it originated with the 
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Reserve authorities and has been conducted and managed 
by them without any active participation by the Treasury 
or the Administration. In a technical sense, all this may 
be true enough, but hardly in any other sense. Members 
of the Administration itself, indeed, have not hesitated to 
claim credit for it as one of its steps in heading off de- 
pression, and no one in his right mind could for a moment 


suppose that the Reserve authorities would have acted 
as they have if it had been known that the Administration 


wished something else. 


We are well aware that some of these steps have 
grown out of a supposition that the “stage in the business 
cycle” demanded such action, such stage having been 
reached after the new Administration took office. The 
fact of the matter is, however, that this supposition itself 


is New Deal in origin, and 


foreign to what many had 


hoped of the Republican regime. 


Continued from page 15 


Pros and Cons of the 
Closed Shop Issue 


10 years of service. They were at 
first shocked by the thought that 
management could have a “‘griev- 
ance.” I pounded the theme that 
collective bargaining is a two-way 
street. Finally they studied the 
records I had compiled and got 
out a leaflet to all in the bargain- 
ing unit warning that the Guild 
would not tolerate malingerers 
and would support management 
in discipline in such cases. The 
result was spectacular. In 1953, 
our average was 1.58% of total 
working days lost due to absence 
for illness. 

I recently received a Chicago 
Research Foundation report on 
attendance among 22,000 employ- 
ees in firms of all sizes showing 
an average of 3.42% of working 
days lost, which makes our rec- 
ord look very good to me. The 
Guild also warns employees who 
find it hard to get up in the 
morning! I think the fact that we 
had a nine-out-of-10 union shop 
and the union felt secure when I 
appealed to the Guild to help on 
the attendance problem, psycho- 
logically made it possible for them 
to take on some responsibility. 

In a recent article Professor 
Sumner Slichter of Harvard Uni- 
versity wrote: “The Taft-Hartley 
Act, as everyone knows, permits 
the union shop under certain con- 
ditions, but forbids the closed 
shop. The union shop provisions 
have worked out well in many in- 
dustries, but there are wide areas 
in which the closed shop serves a 
useful purpose to workers and 
employers alike.” No situation is 
perfect, obviously. Certainly in 
the newspaper industry the tra- 
ditional closed shop has made for 
smooth relationships among the 
employees themselves. It has had 
other disadvantages which come 
more from the closed union situa- 
tion, i.e., an aging group of em- 
ployees to whom little or no new 
young blood is being added and 
there is inefficiency which re- 
sults. In the press room, for ex- 
ample, we have “fly boys” in thei 
sixties who will probably die as 
“boys” before a journeyman’s sit- 
uation opens. 


The Right-to-Work Principle 


Let us look at the position of 
those who insist upon “the right 
to work” in opposition to any 
form of union security. A num- 
ber of states, chiefly in the South 
and West, have adopted “right to 
work” statutes. Last fall, Gov- 
ernor Gordon Persons of Ala- 
bama, signed such a bill. His 
message at the time of signing has 
been widely publicized, but some 
parts bear repeating. 

“Mainly, this bill provides that 
no person shall be denied the 
privilege of working because he 
does not belong to a labor union 
and that no firm shall be forced 
to deduct union dues from the sal- 
ary of the worker. 

“Our labor union friends con- 


tend, and rightfully so, that un- 
ions have helped make possible 
better working conditions and 
higher wages. Because of thi: 
they feel that all employees in a 
unionized plant should be forced 
to join the union and-that union 
dues be deducted from.pay checks 
in what is known as the ‘check- 
off’ system. Union officials refer 
to those who do not desire to be- 
long to the union as ‘free riders’ 
because such non-members ob- 
tain benefits of unions, without 
helping pay for such benefits. 

“Along with this same line of 
reasoning is the faet that our 
churches are the greatest organi- 
zations in the world. They have 
done much for all mankind. Yet, 
no citizen is forced ite belong to 
any church or required to pay 
dues. 

“Unquestionably the American 
Legion, the VFW an@ other serv- 
ice organizations have done much 
to provide benefits to the veter- 
ans. Yet, it is not required of 
any veteran that he be forced to 
join any of the service organiza- 
tions or required to pay dues to 
any of them. 

“As a matter of fget, individual 
labor unions thems@lves have the 
right to say whethd@r they belong 
to the AFL, the O or, in the 
case of others suck as the rail- 
road organizations @nd the UMW, 


to remain free and independent 
unions... 1 
“Many other such examples 


could be given. It may well be 
that workers in §0me of our 
northern states do not object to 
being required to join the labor 
organization in their plant and 
have no_ feeling “about being 
forced to have dues deducted from 
their pay checks... }; 

“However, in the south we have 
free and independent workers. 
Many wish to join labor organiza- 
tions and do so. Certainly that is 
their privilege. Qn the other 
hand, many do not like the idea 
of being forced to join any labor 
union as a condition to work. 
Neither are they agreeable to 
having union dues deducted from 
their salary checks. ... 

“In my opinion, all of our labor 
unions will be far stronger and 
the members in them will have a 
far greater interest and respect in 
the organizations if membershin 
can be shown to be desirable and 
they are not forced to join. 

“Because I believein free labor 
and free enterprise, I am today 


signing the ‘right-to-work’ bill.” 


Of course, Samuel Gompers. 
founder of the American Federa- 
tion of Labor, opposéd the closed 
shop, believed firmly in the 
strength that comes from free as- 
sociation. Yet it is in the AFL 
that there exist the tightest and 
harshest closed shons in the coun- 
try—despite the Taft-Hartley Act. 

As the pressure grows for pas- 
sage by the states of more “right 
to work” laws employers with 





multiple production units are con- 
fronted with a difficult problem. 
A company operating in half a 
dozen states makes a master 


agreement with a union. The pat- . 


tern for that agreement was prob- 
ably set in the oldest plant unit. 
If there was a union shop there, 
it is more than likely that the 
union will use its economic 
strength to have it retained for 
the master agreement. Wages for 
particular jobs are often left to 
loca] negotiators because of vari- 
ances in operations. But the pat- 
tern of working conditions is part 
of the master agreement. Suppose 
one plant involved is in a state 
which has a “right to work” law. 
Immediately the company has a 
great big headache—and possibly 
a strike. 

As has been pointed out under 
the Taft-Hartley Act the union 
shop is legal. Elections to deter- 
mine whether the workers wanted 
the union shop were abandoned 
by Congress because of their ex- 
pense and the fact that the voting 
was always overwhelmingly. in 
favor of the union shop. The idea 
of elections to prevent a minority 
from shoving the union shop on 
those who might not want it was 
all right but it struck me as naive 
at the time, as experience has 
proved it was. The rank-and-file 
union member has no greater tol- 
erance of free-riders than have 
the union leaders. But now com- 
pulsory unionism becomes a sub- 
ject for economic pressure. 

If it were not for the existence 
of bootleg closed shop understand- 
ings—even when not written out 
—this discussion of the closed shop 
would be merely an academic 
exercise. But the closed shop in 
reality still exists despite the Taft 
Hartley Act. The notion that any- 
one must join a union and be ac- 
cepted before he can get a job is 
thoroughly repugnant to many 
people. This is the essence of the 
closed shop. There seems to me 
to be a significant difference be- 
tween that approach and the union 
shop which places no barrier to 
getting a job but requires one to 
support the union after being 
hired. Perhaps in making this 
distinction I am merely giving a 
sop to my conscience! 


Better for All Employees to Be 
in Union 

If the majority of the employees 
have chosen to be represented by 
a union, I think it is infinitely bet- 
ter for management to have all 
employees in the union. Even in 
the newer unions it does not take 
long for a feeling of resentment 
against the free rider to develop. 
I will go further and say that I 
think management serves its own 
interests best when it makes it 
easy for all to participate actively 
in the union. As I look back on 
some of my war time experiences 
with labor relations in the Todd 
shipyards, I realize now that we 
would have been smart to encour- 
age the Shipbuilding Workers 
Union (CIO) or the AFL Metal 


Trades to hold their membership 
meetings on company property 
and even on company time for 
the sake of keeping the manage- 
ment of the unions out of the 
hands of the “extremists” who 


were willing to take a long drive 


into town after a hard day’s work 
to attend a meeting at the union 
hall. In the nature of things ship- 


yards are never built in the heart 
of the city. I think two strikes 


that we had would never have 
come to pass if there had been 
fuller participation by the union 


nembership. 


I can not get as emotional about 


this “right to work” as many do. 
I was very much interested in an 
article by a Jesuit priest. Father 
George E. Lucev. whose statement 


vas published by the University 
of San Francisco recently. The 
heart of his argument is to be 
found in the following excerpts: 

Fundamental to ail their argu- 
is tl that the right 


ents Is the error 
to work is an absolute right and 
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a purely personal one. It is no 
such thing. The right to work is 
a concacitional right and a social 
one. 


“The right to work is honey- 
combed with conditions. First of 
all, a worker must be qualified 
for a job and must be accepted 
by the employer. No American 
tradition demands that Joe, the 
hod-carrier, kas a right to a car- 
penter’s job. And once Joe is on 
a job he is well aware of many 
other restriction. He must report 
at a specific time, work so many 
hours and according to rules and 
regulations, accept certain deduc- 
tions from wages for Social Se- 
curity. etc. No one seems to get 
excited about these restrictions on 
Joe’s liberty. He is free to reject 
these conditions and look else- 
whcre for a more agreeable jcb. 
But if he accepts the job, he also 
accepts the conditions. 


“The right to work, then, is not 
an absolute right. It is limited in 
many ways by the employer and 
by the government. No one claims 
that these restrictions are un- 
American and destructive of a 
workingman’s freedom... .” 


“ .. One needn't join the Amer- 
ican Legion or any such like or- 
ganization, but neither does he 
share in its benefits. The advan- 
tages come only after he joins and 
pays his dues. It is quite different 
when a nonunion man works next 
to a union member... .” 


President Eisenhower wants the 
states to take more responsibility 
in labor relations. He has a com- 
mittee at work studying where 
and how to draw the lines be- 
tawveen state and Federal authority. 
Meanwhile the Supreme Court has 
ruled (Garner vs. Teamsters’ 
Union) that “When Federal power 
constitutionally is exerted for the 
protection of public or private in- 
terests. or both, it becomes the 
supreire law of the land and can 
not be curtailed, circunvented or 
extended by a st2te procedure 
merely because it will an»nly some 
doctrine of private right.” 

Nevertheless, one important 
area of action remains oven to the 
states. Under Section 14(b) of the 
Taft-Hartley Act it is expressly 
stated that nothing in the Act 
shall authorize agreements re- 
quiring labor union membership 
in states where such contracts are 
prohibited. I believe that Gov- 
ernor Persons accurately reflected 
the feeling of a large number of 
people. including workers. to 
whom the idea of compulsory 
union membership is abhorrent 
and a repudiation of our demo- 
cratic freedoms. 

Although I think there is much 
merit to what Father Lucey says, 
too often unions demanding some 


form of union security fail to 
realize it is a privilege not a right 
which they ask and that they 


must accevt resvonsibility and ac- 
countability. And these duties are 
not alone to union members, to 
those whom thev represent, but to 
the public and to employers. 


Unions have become so large 
and vowerful that in their own 
interests they should strengthen 


cemocratic procedures and prac- 
tices within the union. If they fail 
to take these actions voluntarily 
the government is bound to im- 
pose standards. This has begin to 


happen in the management of wel- 
fare funds. Taft-Hartley requires 
unions to file their constitutions 


and bv-laws with the Department 
of Labor and reauires that there 
be provision in them for regula: 
election of officers, conventions, 
etc. But look at the corrupt ILA 
—they met and voted a lifetime 
job to their president—Joe Ryan 
I remember some years ago a 
painters’ local in Brooklyn whose 
business agent was convicted of 
extortion and sent to Sing-Sing. 
What havnpvened to him when he 
got out? The local voted him back 


into his old office again. I asked 
a painter why they had done so 
answer was 
bosses know 


His 
“The 


verv realistic. 
he’s a plug- 








Commercial and Financial Chronicle 


ugly and so he is able to get more 
for us than a gentlemanly fellow 
could.” 

Conclusion 


Looking at the national scene, 
I come to certain conclusions. 
First, I would never have out- 
lawed the closed shop under the 
Taft-Hartley Act in industries 
where it had long been accepted. 
There are some industries like 
printing where the closed shop 
goes back to the Civil War, for 
example. In a union which has 
had the closei shop for more than 
a generation it has become almost 
an article of religious faith to 
refuse to work with a non-union 
member. Outlawing the closed 
shop in many industries merely 
led to bootleg “understandings” or 
to strikes or unsanctioned work 
stoppages. That is what has hap- 
pened in the newspaper industry. 
A more realistic approach would 
have been for Congress to outlaw 
the closed shop where it had not 
existed for, let us say, five or ten 
years. 

Secondly, I believe that there is 
today no justification for permit- 
ting extension of the closed shop 


to recently organized plants. Al- 
though I have stated the case for 
the “closed union” I believe it is 
incompatible with the growth of 
unionization under government 
protection. There is no doubt that 
the closed shop plus the closed 
union gives a power which too 
often corrupts. 

Thirdly, conceding that states 
today have a right to pass the so- 
called “right to work laws,” nev- 
ertheless with the spread of union- 
ism and the multiple unit form of 
industrial organization there is a 
need for a national policy even 
at some abridgement of “state 
rights.” 

The great problem we face — 
and it can only be answered by 
persistent effort to make unionism 
serve the public interest—is re- 
conciling the preferred status of 
trade unions today with their 
claim to be voluntary associations 
and to encourage greater accept- 
ance by them of their private and 
public responsibilities. I believe 
that the effort of the practitioners 
of the art of labor-management 
relations will contribute to the 
balancing of equities. 
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Building a Clientele 
(Article I) 


Building a clientele is a far dif- 
ferent proposition than “one 
shot” salesmanship. Any product 
can be sold through high pressure 
methods if sufficient nanpower 
and advertising are put behind 
the effort, and it has any public 
appeal to begin with. But this 
sort. of selling has no place in the 
investment business. First of all 


it is non-productive over the 
longer term and it compels the 
salesman to constantly seek out 


new prospects and customers. Any 
man who constantly has to break 
“new ground” is in a hard busi- 
ness. Secondly, such selling as 
this might be advisable for certain 
products that do not have a re- 
peat order possibility; that need 
no replacement and that do not 
wear out for a long while. Zut 
in the investment business it is a 
different matter. Performance 
must be durable—the merchan- 
dise must meet the test—-and the 
client’s confidence must be main- 
tained. 
Start Right 

Any salesman who begins with 
the premise that he is going out 
to seek and tind people who need 
help and assistance in achieving 
some very important objectives, 
is basically on the right track. 
The man who looks upon secu- 
rities as his inventory that must 
be turned and sold as often as 
possible during the year should 
be running a department store, 
or should be in some “tangible 
line,” rather than in the invest- 
ment business. Securities are the 
MEANS TO AN END they are 
NOT THE END in itself. It is the 
customer and his requirements 
investmentwise that should come 
first in your thinking of what you 
should sell him; not the fact that 
you own a block of bonds or 
stocks that you must get off your 
inventory. 

This may sound visionary and 
too idealistic to be worthwhile as 
a policy, but I am convinced that 
unless your own thinking can be 
so firmly rooted in the conviction 
that you are first a counsellor and 
a competent advisor, and a mer- 
chant of securities secondly, that 
you will find the building of a 
truly loyal and friendly clientele 
much more difficult than it 
should be. This does not imply 
that you must do business at a 
loss, handle unprofitable trans- 


actions, give service to those who 
abuse the privilege, and neglect 
profitable underwriting and sell- 


ing group opportunities. I am 
suggesting the general approach 
—put the customer’s’ welfare 
first. 

Making Contacts 

If you are equipped to render 
a complete investment service 
and you know that you can help 
people to obtain more income, 
capital appreciation, and sounder 
investments than they might have 
going it alone, then it foilows 
that the first step is to QUALIFY 
your prospects. In every commu- 
nity there are top flight prospects, 
secondary prospects, and those 
that although they may be nice 
people, just don’t have enough 
business to make it worthwhile 
to call on them. 

In this connection, I am con- 
vinced from my own experience 
that if I would have (years ago) 
developed a method of weeding 
out unprofitable prospects and 
customers and would have spent 
more time developing people who 
could become more profitable ac- 
counts, that I would have saved 
myself much time and effort, and 
would have enjoyed a far larger 
income over the years. I think 
that this could be said of the ma- 
jority of retail securities sales- 
men. There are only so many 
hours in the day—it takes about 
the same time to service an ac- 
count that buys a hundred shares 
as one where the unit is 1,000. 
This does not rule out the small 


investor, but unless they can be 
handled with a minimum of ef- 
fort, it is much better to spend 
this time developing accounts 
with substantial investment re- 
sources. 

NEXT WEEK we will discuss 


some specific metheds of qual- 
ifying a prospect, and later ar- 
ticles in this series will deal 
with methods of securing inter- 
views, and establishing the con- 
fidence that leads to continuing 
business and builds good-will. 


With Mitchum, Tully 
ial to THe Financia, CHRonict 


Spe I ICL 
SACRAMENTO, Calif.—Jeffrev 
T. Lee is now with Mitchum 

Tully & Co., 926 J Building. 


Floyd Y. Keeler 
Floyd Yates Keeler, passed 
away April 22 at the age of 69. 
Mr. Keeler was formerly a part- 
ner in Orvis Brothers & Co. and 
at one time was head of the New 
York Commodity Exchange. 
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Bombs and Births 


By ROGER W. BABSON 


Mr. Babson discusses recent reports regarding the A and H 
Bombs. Forecasts these developments will result ultimately 
in removal ef government offices from Washington and their 


distribution throughout a 50-mile radius. 


Looks also for 


decentralization of industrial plants. 


As an introduction to this week’s 
column, let me say that I know 
nothing about A-Bombs or H- 
Bombs. My present thinking has 
been due to 
two things: 

(1) The 
Atomic En- 
ergy Commis- 
sion has per- 
mitted one of 
its engineers 
to visit us in 
Central Flor- 
idaand ex- 
hibit some of 
the uranium 
being pro- 
duced from 
phosphate 
clays. The re- 
covery is very 
small per ton of clay; but there 
are billions of tons. This makes 
that part of Florida an important 
source of uranium. This should 
add to the attractions of the stock 
of some of our established phos- 
phate companies. 


(2) The President has made 
reference to bombs in a recent 
speech and at his news confer- 
ences. This also is_ significant. 
What is the reason for this ex- 
hibiting of our uranium resources 
and the constant references to the 
H-Bomb? Then we also have the 
pictures of the H-Bomb tests in 
the Pacific, and the various news- 
paper and magazine articles re- 
leased thereon. These develop- 
ments make me suspicious that 
important news is in the offing. 
Something perhaps is going on 
behind the scenes which none of 
us realize, and it may be an- 
nounced before this column gets 
printed. It may be that the Pres- 
ident is trying to prepare us for 
such an event. 


Roger W. Babson 


Something More to Think About 

The A-Bomb has been expensive 
to make. It is unofficially re- 
ported that such a bomb may cost 


$50,000. On the other hand, the 
reverse may be true of the H- 
Bomb. After the new plant near 


Augusta is complete, it may be 
possible to make H-Bombs for 
$100 each. I don’t know, and am 
only reporting rumors. 

Another story going about is 
that the new H-Bomb will make 
obsolete a good portion of the 
famous Oak Ridge Plant in Ten- 
nessee. Very revolutionary events 
are pending. The H-Bomb, ow- 
ing to its greater destructiveness 
at less cost, may be of much more 
importance than the A-Bomb, al- 
though the latter is needed to set 
off the H-Bomb. Furthermore, 
this H-Bomb may be a factor— 
perhaps the deciding factor — in 
bringing about World Peace for 
the next 50 years. 


Relocating Our Cities 


Two points I am willing to fore- 
cast: One is that the H-Bomb will 
result ultimately in moving the 
White House Executive Offices, 
the Senate and House of Repre- 
sentatives, plus the Supreme 
Court, to the center of the United 
States. Washington, D. C., is now 
at its peak of importance. It 
could begin to decline in popula- 


tion and prestige. Washington 
real estate may now be a “good 
sell.” 


The other point is that the vari- 
ous Departments will someday be 
located in other cities within a 
radius of 50 miles. The Defense 
Department will be at one city; 
the Treasury Department will be 
at another city; while the Justice 
Department will be at another. 
In other words, the nine Major 


Departments will be in nine 
smaller cities located like satel- 
lites about the central city where 
the Executive, Legislative, and 
Judicial roots of the American 
Tree are to be transplanted. The 
only defense against enemy A- 
Bombs or H-Bombs is decentrali- 
zation. Hence, factories will also 
be decentralized. The Central 
West and South will increase in 
population and prestige. Real es- 
tate in such midwestern cities may 
now be a “good purchase.” 


Recent FBI Notices 


Added to the events mentioned 
above, we note the remarkable 
notice sent out by J. Edgar Hoover 
of the FBI, to be on the watch for 
heavy suitcases. These may carry 
A-Bombs and their lead insula- 
tions. 


As a result of all the above, I 
forecast further important Inter- 
national Conferences which will 
be aimed to bring about World 
Peace at least for the life of all 
living today. These conferences, 
which started at Geneva on April 
26, will discuss China and other 
Far East problems, as well as 
Russia. They may even lead to an 
international discussion of birth 
control, which is intimately con- 
nected with the elimination of 
war. 


Minn. |. B. A. Group 
To Hold Dinner Meeting 


ST. PAUL, Minn.—Investment 
Bankers’ Association of America 
Minnesota Group will hold a 
meeting with officers and di- 
rectors of the Ottertail Power 
Company on Wednesday evening, 
May 5, 1954 in the Gold Room of 
the Radisson Hotel, Minneapolis, 
Minnesota at 6:30 p.m. The dinner 
will be $3.50 per person. Reserva- 
tions may be made through: L. E. 
Shaughnessy, Chairman of the 
Minnesota Group, Shaughnessy & 
Company, Inc., 110 First National 
Bank Bldg., St. Paul 1, Minnesota, 


Joins Reynolds & Co. 


(Special to Tae Financia Curonicie) 
SACRAMENTO, Calif. — James 
L. Osborne, Jr. has become con- 
nected with Reynolds & Co., 919 
Tenth Street. He was formerly 
with Shuman, Agnew & Co. and 
Investors Syndicate. 


Colvin & Stine Add 


(Special to Tue Financtat CHRonicie) 
SAN FRANCISCO, Calif. ~ 
Mark H. Seaver has become as- 
sociated with Colvin & Stine, 41 
Sutter Street. 


With First California 


(Special to Tue Financia CHRonicie) 
SAN FRANCISCO, Calif. — 
Earl J. Spangler has become as- 
sociated with First California 
Company, 300 Montgomery Street. 


Germain With Mutual Fund 


(Special to Tue FINaNcial 
SAN FRANCISCO, Calif. 
Jay C. Germain is now with Mu- 
tual Fund Associates, 444 Mont- 
gomery Street. He was formerly 
with First California Company 
and Wilson, Johnson & Higgins. 


Two With Reynolds & Co. 


(Special to Tae Frnanctat CHRONICLE) 
SAN FRANCISCO, Calif. — 
Harry K. Strickler and Robert H. 
Wilson have been added to the 
staff of Reynolds & Co., 425 Mont- 
gomery Street. 


CHRONICLE) 
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Continued from page 13 


The 1929-33 Depression 
Not Due to Gold Standard 


tina, which were forced off gold 
Tate in 1929. When heavy United 
States loans abroad were sharply 
reduced in 1928—our stock mar- 
ket boom and rising interest rates 
were a factor — balance of pay- 
ments difficulties affected other 
countries, some of which had 
large foreign balances in London 
and New York. The situation was 
aggravated by short-term capital 
movements, “hot-money,” and 
when the liquidity crisis eventu- 
ally caused a world-wide break- 
down of the gold standard in 1931, 
the pressure of liquidation was 
shifted to the United States mar- 
kets. 

The heaviest gold withdrawals 
from the United States were felt 
in September-October, 1931, when 


some $725 million worth of for- 
eign funds were converted into 
gold. (About three-fifths of this 


gold was taken by France which 
had decided to stabilize the franc 
at a greatly undervalued figure 
in 1926.) During November-De- 
cember we had staved off the gold 
assault and the gold flow was 
again reversed (United States 
monetary gold stock increased by 
$170 million) but 1931 as a whole 
showed a net loss of gold amount- 
ing to about $135 million. Gold 
withdrawals again increased dur- 
ing the first half of 1932, reaching 
a total of nearly $500 million in 
May and June. By the end of the 
nine-month period from Septem- 
ber, 1931. to June, 1932, our mone- 
tary gold stock had fallen by $1.1 
billion. 

However, statements that the 
gold standard was to blame and 


that heavy gold withdrawals 
caused an economic collapse and 
depression in this country were 


misleading. In the first place, gold 
withdrawals were chiefly foreign, 
ranging from a monthly average 
of less than 1% to nearly 16% 
of our monetary gold stock (in 
October, 1931), if we include gold 


earmarked for foreign account, 
and from 8% to about 13.5% in 
1232, whereas domestic gold 
hoarding was not significant in 


amount. Average gold in circula- 
dion varied trom 1.5% to 2.5% of 


total gold stock in 1931 and from 


2.75% to 4.30% (June) in 1932. 
Gold circulation was declining 
during the °20s and reached its 


lowest ebb just before and after 
the 1929 crash. The demand for 
gold certificates increased some- 
what but even during the periods 
of greatest gold withdrawals these 
did not exceed amounts in cir- 
culation in the ’20s. 

Thus it is safe to conclude that 
the United States crash was not 
«caused by foreign developments, it 
was domestic; and the lack of con- 
fidence was not in our money but 
in our banks. The drastic liquida- 
dion, bank failures, and deflation 


marked by a drop of 40% in the 
Price level represented a shake- 
down of excessive debt and a 


wholesale readjustment of specula- 
tive overinvestments and cther dis- 
tortions which had taken place in 
the late '20s. Whatever the causes, 
rock bottom of the depression had 
probably been reached by 1932 
and business, badly chastened, was 
about ready to work its way out 
of the dumps. 


Pederal Reserve Monetary Policy 
Was Beginning to Work 
February-June, 1932 

A close study of the business 
and credit situation in the first 
half of 1932 reveals that a sound 
and wholesome recovery was tak- 
ing place which could have be- 
come a lasting recovery had it 
mot been for purely artificial 
economic uncertainties brought 


about by the politics of that elec- 
tion year. 
The story is an important chap- 


ter in economic and political his- 
tory and is too involved to relate 
in full on this occasion. It begins 
with the passage of the Glass- 
Steagall Act of Feb. 27, 1932, 
which enabled the Federal Re- 
serve banks to use United States 
bonds as security for Federal Re- 
serve notes, instead of gold or 
eligible commercial paper, thus 
greatly increasing the ability of 
Federal Reserve banks to pursue 
a liberal credit policy and to meet 
the demand for currency and 
credit. Under this new Act, the 
Federal Reserve banks engaged in 
what was subsequently referred to 
as the greatest central banking 
experiment in history. By July 
they had purchased government 
securities totaling almost $1.1 bil- 
lion. (This is, incidentally, pre- 
cisely the amount of gold loss 
from Sept., 1931, to June, 1932.) 
The effect was to help the banks 
to meet further currency drains 
and to increase their reserves. 
This initial impluse set in motion 
forces which enabled commercial 
banks (a) to pay off their debts, 
(b) stop forced liquidation of their 
customers’ obligations and (c) 
start expanding their credit. The 
short-term paper and _ gilt-edge 
bond market strengthened, busi- 
ness loans began to increase, in- 
ventory and wage payments re- 
vived, and all the symptoms of 
business activity were getting un- 
der way—first in the sensitive 
financial centers, then the re- 
serve city satellites. 

Even the country banks were 
beginning to ieflect improvement 
until, in June, the whole pattern 
became blurred when another 
flurry occurred in the interna- 
tional money market. This effort 
did not strain Federal Reserve 
bank resources. The Federal Re- 
serve ratio was drawn down to 
be sure but these percentages 
were high to begin with. Even at 
the low point of 56.3% in July, 
1932, excess reserves of nearly a 
billion dollars could be made 
available for further multiple 
credit expansion and a reversal of 
gold flow further augmented the 
credit expansion potential. 


in 


The low point of gold stock, of 
about $3.6 billion was reached in 
June-July, 1932. This was still 
equal to one-third of the world’s 
monetary gold supply and it rep- 


resented a ratio of over 8% of 
the total money (currency and 
bank deposits) in the United 


States, a ratio which was higher 
than the gold reserves which had 
financed the inflationary booms of 
1929 and 1920, respectively, and 
one that was not out of line with 
other pre- and post-World War I 
years, 

The monetary gold stock in- 
creased by more than $50 million 
in July, by more than $100 million 
in the next two months, $75 mil- 
lion in October and November, 
and almost $200 million in Decem- 
ber. The resulting net increase 
for the year as a whole, amounted 
to $53 million. Also, the banking 
system had its reserves increased 
from two other sources, namely, 
the return flow of currency and 
the issue of new national bank 
notes. 

In mid-July and August general 
conditions took a more favorable 
turn. A reversal of business senti- 
ment occurred. The gold drain had 
been met; banking disturbances 
had been quieted by liberal sup- 
port from the Reconstruction Fin- 
ance Corporation; radical inflation 
proposals had been forestalled: the 
security markets experienced a 
vigorous upturn which carried 
into early September; and produc- 
tion and trade showed a marked 
revival which was world-wide in 
character and which was well 
maintained to year-end, Some 
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18,000 commercial banks with $36 
billion deposits had a record level 
of $580 million excess reserves 
and it seemed that the threat to 
the banks had been overcome. 
However, trouble was again ap- 
pearing. Bank closings for Decem- 
ber had shown a decided increase. 


A Sound Economic Recovery Was 
Nullified by Political Disturbances 

The recovery which had taken 
on such a definite pattern in Au- 
gust became hopelessly blotted out 
as the political campaign grew 
more and more heated and public 
confidence in commercial banks 
became completely shaken during 
the period from November, 1932, 
to March 4, 1933. Instead of a re- 
covery pattern we trace a pattern 
of currency hoarding and bank 
failures. From 24,000 commercial 
banks at year-end 1929, the num- 
ber had become reduced to less 
than 14,000 by June, 1933. The 
first wave of bank suspensions oc- 
curred in November-December, 
1930. During 1931, 2,293 banks 
failed and in 1932, 1,453, but the 
great wave of suspensions started 
in December, 1932, and snow- 
balled until the nation-wide bank 
moratorium was declared by the 
President on March 6, 1933, (For 
the year 1933—practically from 
January to March 4—some 4,000 
bank suspensions occurred.) 
Money in circulation rose from 
$5,358 million in January to $7,250 
million on March 8. Most of this 
was in the form of Federal Re- 
serve notes, although some in- 
crease occurred in gold coin and 
certificates. The emergency sub- 
sided quickly and currency flowed 
back to the banks. Circulation 
dropped right back to its previous 
level again. This is most con- 
vincing evidence that people had 
no lack of confidence in our 
money nor in the gold standard. 

It seems hardly necessary to 
elaborate the reasons for collapse 
of the banking system, except to 
Say that no analysis of the econ- 
omic facts can account for it. 
Liquidation in the United States 
had about run its course and con- 
ditions abroad were stabilizing. 
Leading countries, forced off gold 
in 1931, wanted to return to the 
gold standard and there was gen- 
eral approval of it at the close of 
1932. The only plausible explana- 
tions of the collapse are political. 

There a fairly voluminous 
literature dealing with this con- 
troversial period, but most of it 
is of propaganda character de- 
signed to rationalize party policies 
and hence of little scientific value. 
However, some writers, reviewing 
events after the heat of political 
emotions had died down relate the 
story with historical perspective. 
For instance, Mr. Arthur A. Bal- 
lantine, who was Undersecretary 
of the Treasury at the time, wrote 
a well-balanced and objective ac- 
count of the events which led to 
the bank moratorium in an arti- 
cle entitled “When All the Banks 
Closed” in the Harvard Business 
Review for March, 1948. Here he 
points out that though both politi- 
cal parties hade adopted “sound 
money” planks in their platforms 
the meaning of what was “sound” 
began to take on new interpre- 
tations in the course of events: 
that after the election a “lame 
duck” administration was power- 
less to ward off banking disaster 


is 


without the cooperation of the 
President-elect and his party, 
who, in turn, were reluctant to 
take any responsibility for deci- 
sions until they were duly in- 
stalled in office; and he quoted 
an astute observer who said that 
events from November, 1932, to 
March, 1933, “were shrouded in 


the mists of political controversy.” 
Both parties must share respon- 
sibility for having associated the 


operation of the gold standard 
with the depression and _ the 
break-down of public confidence 
in bank credit. In his opening 
campaign speech at Des Moines, 
Oct. 4, 1932, President Hoover, 
defending the Federal Reserve 








tight money policy, stated that we 
were on the verge of being forced 
off the gold standard in Novem- 
ber, 1931, when the United King- 
dom and other countries, after 
they themselves were forced to 
suspend gold payments, began 
withdrawing their balances from 
New York. Senator Glass tele- 
graphed from his sick bed Oct. 7, 
denying any official expression of 
the “slightest concern over the 
gold standard” and “scouted the 
idea that there was the remotest 
chance of anything of the kind.” 
Even Mr. Roosevelt later chided 
President Hoover for having made 
such a statement. 


On the other hand, the Demo- 
crats, who had promised to cut 
the Federal budget 25% and cam- 
paigned on a “sound currency to 
be preserved at all hazards” plank, 
permitted rumors of dollar depre- 
ciation and gold manipulation to 
spread abroad without any denial. 
Instead of cooperating with Presi- 
dent Hoover on the Glass Bank 
Reform Bill, Mr. Roosevelt con- 
ferred openly with the so-called 
“Committee for the Nation,” a 
group favoring a paper money 
standard. Instead of joining Pres- 
ident Hoover in reassuring the 
American people concerning mat- 
ters of foreign debt settlement, 
currency redemption and dollar 
devaluation, Mr. Roosevelt main- 
tained a strictly aloof and non- 
cooperative attitude and instructed 
his cabinet appointees to do like- 
wise. By January-February, 1933, 
it became widely suspected that 
the new Administration was plan- 
ning changes in our monetary 
standard of values. Thus rumors 
and events confirming rumors led 
to hoarding and bank runs and an 
“emergency” was effectively 
created March 4, 1933, the first of 
a continuous succession of emer- 
gencies that have extended over 
a period of more than 20 years 
(and still seem to be with us). 


The Bank Moratorium and the 
Abrogation of the Gold Standard 


The bank moratorium was an 
excuse and a step toward the 
abandonment of the gold standard. 
In rapid succession specie pay- 
ments were suspended for an in- 
definite period of time (March 6, 
10 and April 20); monetary gold 
had to be turned in to the United 
States Treasury; the gold clauses 
in all contracts were abrogated; 
the Thomas Inflation Amendment 
was passed permitting every in- 
flationary device know to be used 
to “reflate” prices and decrease 
the debt burden by means of 
money management (and later to 
monetize the Federal debt for the 
purpose of deficit spending); an 
expensive and unnecessary silver 
purchase program was adopted— 
to the great injury of silver stand- 
ard countries; the promising Lon- 
don Economic and Monetary Con- 
ference in 1933 was jettisoned to 
free the United States from for- 
eign interference while engaging 
in money manipulations; and the 
gold dollar was devalued to en- 
courage exports by bringing the 
dollar in line with other depre- 
ciated currencies. 

We abandoned the gold standard 


on March 6, 1933, to meet an 
“emergency.” It was expected at 
that time that the departure 


would be temporary and that the 
gold standard would soon be re- 
stored. It probably would have 
been re-established with no more 
than minor changes “if the gov- 
ernment had been willing to make 
this the primary objective of its 
monetary policy. . In the end, 
however, it was decided that other 
monetary objectives were more 
important than maintaining the 
gold value of the dollar at its old 
level. We therefore remained off 
the gold standard during the re- 
mainder of 1933 and adopted a 
new and drastically changed gold 
standard in January, 1934.” 
(Quotes from L. V. Chandler in 
the 1953 revision of his Money and 
Banking, page 147.) These deci- 
sions were made without benefit 
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of the expert advice of monetary 
economists, without exploring the 
possibilities that these “new ob- 
jectives” could be accomplished as 
well under the operation of the 


old gold standard. They were 
made on the naive assumption 
that a mechanical interpretation 
of the quantity theory of money 
would work to raise prices and 
bring about business recovery. 


Not Enough Gold? The Evidence 

President Roosevelt's assump- 
tion (e.g., May 17, 1933, speech) 
that the United States did not 
have sufficient gold reserve to re- 
sume specie payments is open to. 
doubt. The facts all point to an 
opposite conclusion: we had an 
adequate monetary gold stock and 
ample reserves to support a do- 
mestic credit structure which had 
been thoroughly deflated (as had 
prices) and at the same time af- 
ford full protection against any 
conceivable foreign balance of 
payment withdrawals. 

Gold withdrawals during this 
period, January to March, 1933, 
reduced our gold stocks from 
$4,266 million to $3,995 million 
and gold under earmark increased 
from $92 million to $370 million. 
Gold coin in circulation amounting 
to $158 million in October (end of 
month figure) started to increase 
in November, and reached a peak 
of $284 in February. Gold con- 
tinued in circulation in lesser 
amounts throughout the year 1933 
and until the Gold Reserve Act of 
1934 put a stop to domestic cir- 
culation. Thereafter gold imports 
were resumed. The ratio of gold 
to currency plus total bank de- 
posits in 1933 was approximately 
9%—a higher ratio than that of 
the late ’20s which had financed 
a great boom. The Federal Re- 
serve ratio reached a low of 51.3% 
in March (when the peak figure 
of over $4 billion of Federal Re- 
serve notes were in circulation), 
but excess reserves of some $800 


million were still available to 
meet further deflationary pres- 
sures. 


But there was no need for more 
gold: the real need was assurance 
that a dollar was still worth a 
fixed price in gold at the mint. 
Yet in 1933, although we held 
over one-third of the world’s 
monetary gold and had reduced 
foreign credits to a low level and 
had restored confidence and min- 
imized domestic hoarding, we 
nevertheless abandoned the gold 
standard and in 1934 devalued the 
dollar. It was a deliberate and 
unnecessary decision. The real 
reason for going off gold was that 
the New Deal didn’t want to be 
hampered in its plans to manipu- 
late money by any obligation to 
convert dollars into gold. 

There was little reason for the 
fear that the readoption of the 
gold standard would lead to gold 
exports and hoarding and hence 
call for a tight money policy by 
the Rederal Reserve banks or in 
other ways nullify or make inef- 
fective sound monetary manage- 
ment. 

Nor was there much justifica- 
tion in January, 1934, for the 41% 
devaluation of the dollar to match 
the depreciation which had taken 
place elsewhere. The argument 
used was that our exports, e.g., 
wheat and cotton, were depressed 
because foreigners could not af- 
ford to buy them with high-priced 
dollars on the exchange markets 
Authors of the argument neglected 
to consider that foreign countries 
devalued their currencies and im- 
posed import controls in order ta 
check purchases and stimulate 
their exports and that our match- 
ing their devaluations merely left 
them with the same fundamental? 
imbalances which they had aimed 
to correct. We may well ask: Is 

2From February, 1934, merchandise 
exports increased to a high point of 
104% in October, 1937, and imports to 
a high point of 131% in March, 1937. 
From October, 1937, on and until World 
War Il with its lend lease adjustments 
and so forth, exports were in steady ex- 


cess of imports to the amount of approxi- 
mately $100 million, 
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it a depreciating currency, rather 
than a sound one, that fosters 
trade? Must the best currencies 
pursue the worst ones down s@ 


ployment reached their pre-de- 
pression levels. There is little 
doubt that the abandonment of 
the gold standard unnecessarily 


that all nations can retain their‘“prolonged the depression of the 
positions in the world markets by "30s and instead of a stable dollar 


stimulating their exports and cur- 
tailing their imports? Is this a 
mew prescription for increasing 
the wealth of nations, namely, to 
give more and receive less? 

I have left out in this chronol- 
ogy of events an account of de- 
preciating the value of the dollar 
by means of the notorious gold 
buying policy which, by raising 
the price of gold from $20.67 an 
ounce to $34.45 in the fall of 1933 
and to $35 in January, 1934, low- 
ered the value of the dollar from 
100 cents to 59 cents, where it was 
stabilized by the Gold Reserve Act 
of Jan. 30, 1934. 


Economists viewed with some 
tolerance the emergency measures 
of March 6 and 9, and April 19 
and 20, 1933, which closed the 
banks and provided for re-open- 
ing the strong ones, suspended 
gold payments and nationalized 
gold. They expected the United 
States to go back promptly since 
confidence was quickly reestab- 
lished. The abrogation of the gold 
«clause in contracts June 5, and the 
AAA inflation amendment of June 
12, shocked economists. The Pres- 
ident’s message of July 3, to our 
elelegates to the London Economic 
sand Monetary Conference repre- 
sented an astounding volte en face 
#rom international cooperation to 
mational isolationism. But when 
‘the gold buying program was an- 
mounced in a nation-wide “fire- 
side chat” on Oct. 22, and the 
sactual gold price raising began 
“on Oct. 25, a spontaneous protest 
was heard from groups of econ- 
‘Omists all over the country. The 
revolt eventually crystallized in 
the formation of the Economists’ 
National Committee on Monetary 
Policy, Nov. 17, 1933. 


This group of economists has 
followed with objective and scien- 
tific interest the course of events 
under our present limited, inter- 
mational gold bullion stanuard and 
irredeemable domestic money. We 
have been anxious to see how ef- 
fective devalued dollar and mon- 
‘etary policies, unrestrained by the 
discipline of domestic converti- 
bility, have been in raising prices, 
‘Stimulating business recovery, in- 
creasing foreign trade and reduc- 
ing the debt burden. Most of the 
members of this group belong to 
the academic profession, are non- 
@artisan, and have no special in- 
*terests to protect except the social 
interest and the search for scien- 
tific truth. As a matter of record, 
the majority of statements issued 
by the Economists‘ National 
‘Committee on Monetary Policy 
have been critical of our monetary 
policies since 1933, and the minor- 
ity of favorable statements have 
heen concerned with matters of 
©rganization, etc. Would that it 
«could have been otherwise! 

One would expect that if the 
gold standard is the culpable 
sagent of depression, its abandon- 
ment would make recovery easier 
and more conducive to efficient 
money management. What we dis- 
«<overed, however, was that free- 
dom from gold standard restraints 
permitted manipulation of market 
forces and the growth of an un- 
healthy, inflated credit structure 
— principally by monetizing the 
huge public debt, and perpetuat- 
ing a lack of confidence in an un- 
stable dollar. 

We are forced to conclude that 
the abandonment of the _ gold 
standard in 1933 produced a rec- 
ord of-money management which 
can only be described as one of 
confusion. In the atmosphere of 
uncertainty and lack of confidence 
iin money values prices bore no 
«lefinite relationship to the supply 
of money and business languished. 
The “stagnation” or “maturity” 
theory of depressions gained in 
popularity. It was onlv after the 
impact of World War II came to 
be felt that both prices and em- 





we have experienced fluctuations 
even more marked than before. 
Money management did not check 
a post World War II inflation and 
by March, 1951, the purchasing 
power of the dollar reached its 
lowest level on record (53 cents 
on the 1939—100 base) since the 
establishment of the Federal Re- 
serve System in 1914. 


Are Gold Reserves Adequate 
Enough Today to Permit the 
Adoption of a Gold Specie 
Standard? 


The gold-shortage controversy 
has, in recent years, taken on a 
new form. Some maintain that 
since prices and costs have more 
than doubled and the money sup- 
ply in the U. S. has quadrupled 
(more elsewhere), while the price 
of monetary gold has remained 
fixed at $35 per ounce, world gold 
reserves are no longer big enough 
to support swollen credit struc- 
tures and sudden shifts in balance 
of international payments. Before 
convertibility can be considered 
feasible, they hold, the gold sup- 
ply must be augmented. This can 
most readily be accomplished by 
increasing the gold price at the 
U. S. mint. Advocates of a higher 
gold price suggest varying figures 
from $44 to $75 per ounce to in- 
crease the dollar value of existing 
monetary gold reserves. This, they 
argue, would build up liquidity, 
domestic and international, and 
give adequate support to the in- 
flated prices and debt structures 
in this country and abroad. They 
argue further, that unless this is 
done a return to gold payments 
will find our reserves insufficient 
and in the eyes of the uninformed 
the gold standard will be to blame. 


In answer to these higher gold 
price advocates effective evidence 
has been presented in easily ac- 
cessible places to prove that: 

(1) Raising the price of gold 
would do nothing to correct the 
maldistribution of gold reserves 
and underlying causes of trade 
and payments disequilibrium and 
that any gains in monetary liq- 
uidity would soon be dissipated 
by the chronic distortions as long 
as they remain uncorrected. 


(2) There is no support for the 
view that there is at present a 
world gold shortage any more 
than there was in the 1920’s. The 
world’s gold reserves (repriced at 
$35 in 1934) are even more ade- 
quate today in proportion to value 
and volume of world trade than 
they were in the ’20s (this despite 
the sharp increase in the value of 
world trade since the war). 


(3) In the U. S. our supply of 
monetary purchasing power could 
be doubled and still remain within 
the statutory reserve limits of our 
banking system. The gold stock 
to total money and deposit ratio, 
though declining since the war, 
is still about 10% (9.72% for 
December 30-31, 1953) which is 
much higher than it was in the 
’20s or during any other peacetime 
periods The Federal Reserve 
ratio had, in 1920, fallen danger- 
ously close to 40% and the gold 
ratio to currency plus total de- 
posits was down to 6.7% (average 
for the year), but there was not 
at that time any serious thought 
of going off the gold standard. 


(4) If chronic causes of unbal- 





ance were corrected, the world 
trade system would operate 
3Some critics maintain that the 


strength of our monetary gold reserves 
must be measured after giving effect to 
100% of all foreign claims to gold i-e., 
not only in the form of earmarked gold 
and dollar balances held to their account 
in this country but also U. S. Treasury 
securities which can be converted into 
gold on demand. Except in the case of 
earmarked gold, there is no more reason 
to give priority to foreign claims in a 
fractional reserve system than to do- 
mestic claims. We have, therefore, in- 
cluded all deposits—along with currency 
—as gold claims in the ratio, but have 
excluded government debt whether held 
at home or abroad. 
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smoothly on relatively small gold 
reserves. In any case there is no 
need for raising the price of gold 
in order to stretch our reserves. 
I heartily endorse the following 
quotation from the National City 
Bank “Monthly Letter’ of April, 
1953 (p. 47): 

“In view cf this country’s ample 
gold stock, its experience with in- 
flation, and the commitments by 
the new Administration to protect 
the buying power of the dollar, it 
seems inconceivable that any al- 
teration of the gold parity of the 
dollar would be approved.” 


(5) With sound domestic mone- 
tary policies limited in their ob- 
jectives to maintaining a stable 
dollar and not to non-monetary 
aims quite beyond the scope of 
monetary controls, our credit-debt 
system can be safely and firmly 
anchored to a convertible gold 
base. This can be achieved with- 
out further manipulation of the 
standard. 


(6) Moreover, the gold standard 
system is conducive to sound 
monetary policies since currency 
tampering and anything more 
than a relatively moderate infla- 
tion is impossible so long as the 
gold standard system is resolutely 
maintained. 


Northern Illinois Gas 
Common Stock Offered 


First public distribution of 
common stock of Northern Illinois 
Gas Co., subsidiary of Common- 
wealth Edison Co., was made yes- 
terday (April 28) with the offer- 
ing of 400,000 shares of the mid- 
west utility’s common stock. A 
banking group headed jointly by 
The First Boston Corp. and Glore, 
Forgan & Co. offered the stock 
at $15.75 per share. Following 
the sale of the additional common 
shares, the company will have 
outstanding 6,292,484 shares of 
common stock, of which its par- 
ent, Commonwealth Edison Co., 
will own all but the shares cur- 
rently being sold. 


Directors of Northern Illinois 
have declared a dividend of 20 
cents a share on the company’s 
common stock, payable Aug. 1, 
1954 to holders of record at 2 p.m. 
Chicago time, June 22. 

Proceeds from the new financ- 
ing will be added to working 
capital to be available for addi- 


tional construction estimated at 
$62,000,000 through 1957. The 
public offering also will result 


in the establishment of a mar- 
ket for the common stock. 


Northern Illinois was organized 
in November, 1953 for the purpose 
of acquiring and operating the 
gas utility properties and two 
small heating properties of Com- 
monwealth Edison. In February 
of this year, these properties were 
transferred to Northern Illinois 
which assumed $60,000,000 of gas 
divisional lien bonds originally 
sold by Edison as well as other 
liabilities of the latter company. 
Northern also issued to Edison 
5,892,484 shares of its common 
stock and sold to Edison for cash 
$10,000,000 of convertible pre- 
ferred stock. 

Northern Illinois supplies nat- 
ural gas service in a large and 
rapidly growing suburban and 
Northern Illinois area outside 
Chicago, parts of which are 
heavily industrialized. For the 12 
months ended Feb. 28, 1954, toial 
operating revenues of the gas 
company, segregated on the books 
of Commonwealth Edison, 
amounted to $54,000,000 and pro 
forma net income for the period 
amounted to $4,675,000. The com- 
pany is the second largest gas 
company in Illinois. 

Capitalization adjusted to re- 
flect issuance of the additional 
common shares, consists of $60,- 
000,000 in long-term debt; $10,- 
000,000 convertible preferred 
stock, and 6,292,484 
common stock. 
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Northern Illinois Gas Company = 
Commonwealth Edison Company ! y 











Chairman Willis Gale of Commonwealth Edison recently gave ! 
a talk before the New York Society of Security Analysts, in which , 
he pointed out that since 1946 the company has installed nearly a 
milion kilowatts of generating capacity and now plans to instalk , 
another 641,000 by the end of 1956, in an effort to achieve adequate 
power reserves. ; 

The company has doubled its supply of natural gas but still 
has 115,000 people on the waiting list for gas heat. The gas divi- - 
sion has now been segregated in a separate company, Northern , 
Illinois Gas Company. The latter is currently selling 400,000 shares. , 
of common stock which will establish qa market, and in August, 
Commonwealth Edison plans to distribute part of its stock hold— , 
ings to its own stockholders. The remaining stock may be dis- 
tributed over a period of years to holders of Commonwealth stock, 
or possibly sold to Peoples Gas, or some other disposition of the 
stock may be worked out. r 

According to the recent prospectus of Northern Illinois Gas, 
share earnings for the 12 montns ended Feb. 28 were 71¢ a share. 
The Illinois Commerce Commission has authorized new rates for 
gas service furnished on and after Feb. 1, 1954. If the new rates 
(including the purchased gas cost adjustment rider), the new 
boiler gas fuel contract with the Edison Company and the present 
level of costs of gas purchased had been in effect throughout the 
12 months ended Feb. 28, 1954, the pro forma net income ap- 
plicable to common stock for that period would have been in- 
creased to 93¢ per share. 

Commonwealth Edison was also allowed an increase in electrie . 
rates, effective Feb. 1. Electric and gas rates together approxi- 
mated $9.4 million after income taxes, which amount, divided by 
the outstanding number of shares, was equivalent to about 65¢ a 
share. However, Mr. Gale in his talk named a number of off~ 
setting factors which would reduce the immediate gain to about 
30¢ a share, so that 1953 earnings on a pro forma basis would have- \ 
approximated $2.68 a share: (1) Northern Illinois Gas is not to be | 
treated as a consolidated subsidiary, but as an investment, so that 
only the dividends and not the income will appear in the parent ; 
company’s earnings. (2) These dividends will be taxed at 7.8% 
(52% on 15%). (3) Edison will thus not get direct benefit of the 
gas rate increase. (4) Separation of the two companies will in- = 
volve short-term expenses (formerly handled jointly) such as | 
meter reading, billing and collecting. Over the longer term these 
additional costs should be offset by greater efficiency of separate 
operations. (5) To the extent tnat future distributions of Northern 
Illinois Gas stock are in lieu of additional Edison cash dividends, * 
the parent company will retain larger cash earnings to apply to 
its construction program. However, there will be an earnings lag 
while the investment in gas property is gradually being replaced 
by additional electric property. (6) The two preferred stock issues 
are convertible into common stock share-for-share and conversions 
have been accelerated by announcement of the pending distribu- 
tion of gas stock. It appears likely that much of the remaining 
preferred stocks will be converted before the June record date for |, 
the first gas distribution. This will, of course, dilute the earnings ; 
on the common stock. 

Summarizing, Mr. Gale estimated that “if we had had the 
benefit of our rate increase throughout 1953, and if we had sep- ~ 
arated our gas properties at the beginning of 1953, and if all our 
preferred stock had been converted at the beginning of 1953, ouw |: 
1953 earnings of $2.38 per share would have been increased by | 
about 30¢ to around $2.68.” ~ 

Commonwealth Edison’s rate increase was granted by the . 
Illinois Commission in a relatively short period of time following 
application. The company did not request rates which would yield | 
an amount equivalent to 6% on “fair value,” although the Com- 
mission now recognizes fair value following the decision of the 
Illinois Supreme Court in the Telephone case. 

However, the company gained two advantages, perhaps, by 
being fairly modest in its request: (1) It was able to extend its © 
fuel adjustment clause to cover 100% of its electric business with 
respect to unit cost of electric production fuel, compared with 50 % 
formerly recovered from large users only. (2) The City of Chi- 
cago instead of appealing the Commissien’s decision to the courts 
as somewhat anticipated (presumably under the terms of the 
company’s franchise) reached a compromise agreement with tne 
company by which the increased rates became effective a month 
or so later than originally allowed. 

Commonwealth’s electric construction program over the next 
four years is expected to cost about $425 million but the company = 
will only have to raise an estimated $170 million through future 
financing. The latter amount is in addition to the $60 million - 
made available through the sale of gas divisional lien bonds and 
about $10 million to be obtained via the current offering of 
$50,000,000 bonds, the balance of which will be used for refunding 
purposes. The company expects to develop an employee stock 
purchase plan whereby not over 500,000 shares will be offered 
from time to time at not less than 90% of market value. 

Commonwealth Edison is currently selling around 41% and 
paying $1.80 to yield about 4.35%. 
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Joins Dean Witter King Merritt Adds 


Special to Tue Financia, CHRonicie) (Special to Tue Financial CHRONICLE) 
LOS ANGELES, Calif.—Norval LOS ANGELES, Calif.—Ralph 
E. West has joined the staff of W. Shearer has been added to the 
Dean Witter & Co., 632 South staff of King Merritt & Co., Ine., 
Spring Street. 1151 South Broadway. 


With Benjamin Currier Lamont Co. Adds 
Special to Tue Financial CHRONICLE) Special 
BOSTON. Mass. — William B. BOSTON, Mass. — Thomas M. 
Cowen has become connected with Thompson is now affiliated with 
Benj. W. Currier, 70 State Street. Lamont & Company, 89 State St 


to Tue Financiat CHRONICLE) 
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Walston Adds Two 

(Special to Tue FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. — 
Sidney M. Bradford and Harold 
Greenspan have become affiliated 
with Walston & Co., 265 Mont- 
gomery Street, members of the 
New York and San Francisco 
Stock Exchanges. Mr. Greenspan 
was previously with Sutro & Co. 


Joins Jamieson Staff 
(Special to Tue FINANCIAL CHRONICLE) 
SAN FRANCISCO, Calif. — 
Louis J. Krumm is now with 
Jamieson & Company, Russ 
Building. 
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Investing in 


Canada. 


First, get the facts about Canadian Fund— 
@ U.S. mutual investment company offer- 
ing a diversified investment in common 
stocks of corporations selected on the 
basis of possible participation in Canada’s 
growth. 

For a free booklet-prospectus contain- 
Ing the facts, send this advertisement to 
any investment dealer or 


CALVIN BULLOCK 


Established 1894 
One Wall Street New York 


Please send me a free booklet-prospectus 
on Canadian Fund. 


° Name 
Address 
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BOND, PREFERRED AND 
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| The Keystone Company 
| 30 Congress Street, Boston 9, Mass. 


Please send me prospectuses describing 
your Organization and the shares of your 
ten Funds. D-9u 
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BROAD STREET Investing Cor- 
poration reports purchases of new 
shares by women investors ac- 
counted for 44% of its record in- 
crease in shares outstanding in the 
12 months ended March 31, 1954. 

Holdings by other investors, in- 
cluding private and institutional 
trustees, financial concerns, col- 
leges, churches, hospitals and un- 
ion and employee funds, also in- 
creased sharply. But on March 
31, 1954, 4.880 women sharehold- 
ers owned 43.7% of the mutual 
fund’s total outstanding shares. 
Their investment in the company 
totaled more than $18,000,000. 

Francis F. Randolph, Chairman 
of the Board and President of the 
fund, attributed this extensive and 
growing interest of women invest- 
ors in Broad Street Investing to 
the mutual fund’s emphasis on 
favorable current and future in- 
come as its primary investment 
objective. 

The total number of Broad 
Street Investing shares outstand- 
ing surpassed 1,800,000 in March 
1954, compared with 1,400,000 a 
vear earlier. Of this total, women 
owned 787,500 shares or almost 
twice as many as the 410,000 
shares owned by men. Holdings 
by men increased 22% during the 
year as compared with the gain of 
2,890 in shares owned by women. 
The number of shares owned by 
accounts increased 33% io 
303,000. On the average, women 
had an investment of $3,823 in 
Broad Street Investing shares on 
March 31 while the average for 
men was $3,904. Both of these 
averages are well above the com- 
parable figure for the industry, 
Mr. Randolph said. 

The increasing interest shown 
in the mutual fund by individual 
investors was matched by that of 
fiduciaries and institutional in- 
vestors, according to Mr. Ran- 
dolph. A total of 409 fiduciaries, 
such as private trustees and bank 
trustees, owned 82,200 shares as 
compared with the 345 fiduciaries 
that owned 66,400 shares a year 
earlier. The number of hospitals, 
colleges, churches and other insti- 
tutions owning shares increased 
from 54 to 80 in the past year and 
the shares they held were up from 
33,700 to 44,400. Financial con- 
erns and other business organiza- 
tions owned 48,600 shares as com- 
pared with 40,800 the year previ- 
ously. 





CLOSED-END NEWS 
Total net assets of Carriers & General 
Corporation at March 31, 1954, wth securi- 


ties valued at market quotations and be- 
fore deduction of principal amount of out- 
Standing debentures, were $11,726,340 ‘ex- 
cluding unamortized debenture financing 
costs of $6,031) These compared with 
total net assets of $10,859,654 on Dec. 31 
1°53 Net asset value of the common stock 
was $17.57 a hare on March 31 1954 
compared with $16.02 a share on Dec. 31 
1953 

The asset coverage per 
bentures outstanding on 
‘excluding 


$1,000 of de- 
March 31 1954 
unamortized debenture financ- 
ing. costs) amounted to $6,264 Interest 
and amortizaton requirements on deben- 
tures outstanding were earned 7.10 time 

during the first three months of 1954 
Net income applicable to common stock 
for the three months ended March 31, 1954 
(exclusive of profits on sales of securities) 
$86,962 compared with $96,724 for 

the three months ended March 31, 1953 


| Mutual Funds 
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Mr. Randolph reported that the 
company’s shareholders live in all 
48 states. The largest number of 
shares held were owned by resi- 
dents of New York, California, 
Wisconsin and Missouri, in that 
order. Broad Street Investing 
shares are also owned by investors 
in a number of foreign countries, 
including one shareholder as far 
away as Iraq. 


INCORPORATED INVESTORS 
reports net assets of $143,909.632 
highest in history, in its 113th 
quarterly report issued yesterday. 
During the first quarter the net 
asset value per share increased 
10.4 per cent to $11.18. 

Chairman William A. Parker 
and President Charles Devens 
state, in a message to stockholders, 
that the fund remains substan- 
tially fully invested. The manage- 
ment believes an upturn in busi- 
ness is probable before the end 
of this year. 

Principa] changes in the port- 


folio during the first quarter 
were: 
PURCHASES 
Bought 
Consolidated Engineering Corp 10,000 
oulsiana Land & Exploration 20,000 


St. Lawrence Corp., Ltd 15,000 
Superior Oi] 600 
SALES 

Sold 
Erie Railroad 45,000 
MacMillan & Bloedel, Class B ),000 
Mission Corp 18.000 
Northern Natural Gas 25,900 
Northwest Airlines, Inc 37,000 
U. S. Smelting 20,000 
West Indies Sugar 35.000 
NET ASSET value of Canada 


General Fund’s portfolio stood at 
$20,504,921 as of March 31, an in- 
crease of $2,001,264 for the three- 
month period representing the 
third quarter of the fund’s fiscal 


year. 

In the same period net asset 
value per share advanced from 
$8.57 to $9.55, it was announced 


in the quarterly report just issued. 

Major investment changes by 
the fund included the acquisition 
of 3,000 shares of Anacon Lead 
Mines Ltd. bringing current total 
holdings to 22,000 shares: 8,400 
shares of British Columbia Power 
Corporation for a total of 16,350 
shares; 4,100 shares of Husky Oil 
& Refining, Ltd., for a total of 
48,300 shares; 3,800 shares of 
Trans Mountain Oil Pipe Line for 
a total of 8,900 shares; and 1,250 
shares of Industrial Acceptance 
Corporation for a total of 26,175 
shares. 

Hollinger Consolidated 
Mines, Russell Industries, Ltd., 
and Ventures, Ltd., were elim- 
inated from the fund’s portfolio. 
TRUSTEES of Shareholders’ Trust 
of Boston that at March 
31, 1954, net asset value was $27.75 
per share, compared with $25.51 
at December 31, 1953, a gain of 
8.8% during the three month 
period. A dividend of 27 cents per 
share was paid from net invest- 
ment income on March 26th. 

During the March quarter total 
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net assets crossed the $10,000,000 
mark to stand at $10,052,903. 


TOTAL NET assets of The George 
Putnam Fund of Boston increased 
during the first quarter of 1954 io 
a record high of $76,008,735, com- 
pared with $67,051,000 at year 
end. 

The net asset value per share 
on March 31 was $19.46 on 3,906,- 
571 shares outstanding after pro- 
vision for the 20-cent dividend 
payable April 22, compared with 
$18.01 on 3,723,632 shares out- 
standing on Dec. 1, 1953. During 
the quarter the number of share- 
holders increased from 25,300 to 
26,350. 

The net amount of new money 
invested in the fund during the 
quarter totaled $3,429,000 com- 
pared with $2,472,000 during the 
preceding quarter. 


THE ENTIRE field force of Dis- 
tributors Group, sponsors of 
Group Securities, Inc., attended a 
three day sales conference held 


in the New York headquarters 
April 22-24. 
One of the purposes of the 


meeting was to brief the whole- 
salers on Group’s recently an- 
nounced Capital Growth Fund. 
Present were: Alfred R. Stem- 
bridge of Boston; Walter J. Mur- 


phy of New York; Reginald L. 
Walsh of New York; Claude G. 
Thomas of Charlotte; John L. 
Ahbe of Palm Beach; John B. 
Cornell, Jr. of Dallas; Harold H. 
Grothaus of Chicago; John D. 
Wilson of Cleveland; and Miles 


Burges of San Francisco. 


HUDSON FUND reported a 7.4% 
increase in net assets for the 12 
months ended March 31, 1954. The 
increase, according to its quarter- 
ly report, boosted total resources 
of the Fund to $4,705,091 from $4,- 
382,203 on March 31, 1953. 

Net asset value per share in- 
creased to $12.40 on March 31, 
last, from $11.91 at the year-end. 

The Fund’s largest single com- 
mon stock holding by industry. 
according to the report, was in 
natural gas utilities and account- 
ed for 15.9% of net assets. Other 
common stock industry groups in- 
cluded: 12.0% of net assets in 
electric utilities: 7.7% in chemi- 
cals and drugs: 6.8% in metals 
and mining: 5.8% in merchandis- 
ing; 5.0% in railroads: 5.0% in 
communications, and 4.9% in oils. 


T. ROWE PRICE Growth Stock 
Fund, Inc., for the quarter ended 
March 31, 1954, reached a new 
all-time high in both net asset 
value per share and total net as- 
sets. 

Total net assets increased to 
$2,676,472 on March 31, 1954, as 
compared with $1,928,591 for the 
same period of last year. Net asset 


value per share was $38.84 as 
compared with $33.10 one year 
earlier. 


COMMONWEALTH Fund Plan A 
and Plan B (of Boston) reports 
net assets on March 31, 1954 at 
$14,097,406.00 as compared with 
$12,420,466.00 on Sept. 30, 1953. 

Net asset value per unit on 
March 31, 1954 was $1.241+ and 
on Sept. 30, 1953 $1.139+. 


MUTUAL ACCUMULATING 
Fund on March 3i1st reported total 


net assets of $3,207,059. an in- 
crease of 93.6% over the same 
time last year when net assets 


were $1,656,407. In the same per- 


.. Thursday, April 29, 1954 


M. I. T. Gains 
$62.6 Million 


In Quarter 


Massachusetts Investors Trust, 
the nation’s first open-end invest- 
ment company, reports a gain of 
$62,646,716 in total net assets from 
the 1953 year end to March 3l, 
1954 and record peaks in shares, 
shareholders and total net assets 
for the 1954 first quarter. 


The trust had 27,388,794 shares 
outstanding, 115,570 shareholders 
and $585,015,114 in total net assets 
as of March 31. These figures 
compare with 25,642,948 shares, 


102,321 shareholders and $503,- 
024.510 in assets on March 31 last 
year. 


The net asset value per share 
at the quarter’s close was $21.36 
not including a capital gain pay- 
ment of 24 cents in February 
which would make the total 
$21.60, compared with a net value 
of $19.62 on March 31, 1953 and 
$19.53 at December 31, 1953. 

Major portfolio changes for the 
first quarter of 1954 were as fol- 
lows: 


PURCHASES 

Company Bought 
Aluminium Ltd 11,506 
Crown Zellerbach Corp. 15,000 
Deere & Company 10,000 
Diamond Alkali Co.__----- 16,100 
General Motors Corp.__---- 13,500 
No. American Aviation 25,000 
Northern Natural Gas 10,000 
Southern Calif. Edison Co 14,000 
United Aircraft Corp. 10,000 

SALES 

Company Sold 
Detroit Edison (Rights) 110,000 
Grumman Aircraft Eng 20,000 
Middle So. Utilities, Inc 14,700 
Stevens (J. P.) & Co. 21,000 





iod, net asset value per share in- 
creased from $3.60 to $3.98. 


NEW HOLDINGS of Delaware 
Fund include Commercial Credit 


and C. I. T. Financial, the direc- 
tors learned last week. 

D. Moreau Barringer, in his 
directors’ report, comments, “De- 
spite the popular concept that 
these finance companies are en- 
tirely dependent upon the auto- 
mobile business, it can be shown 
that their earnings have shown 
greater stability than have the 
numbers of cars produced, and 
their diversification into insur- 
ance and other operations has 
given them a broader base of 
earning power. They can be con- 
sidered among the more stable 
items of the list, and, as such are 
attractive income producers.” 


DISTRIBUTORS GROUP, spon- 
sors of Group Securities. Inc. has 
issued its first folder on The Capi- 
tal Growth Fund, informally de- 
scribed in the accompanying let- 
ter as “The Mutual Fund with the 
Single Track Mind.’ This refers 
to the single purpose of the fund, 
which is investing for long term 
increase in market value. 

Each of the 84 the 
fund's portfolio is described as a 
“businessman’s investment.” As 
an example, the holdings include 
six Canadian stocks in the oil and 


stocks in 


gas section believed to be un- 

usually attractive at the time. 
The fund’s policy is believed 

to be unique in that it enjoys 


complete freedom of choice of in- 
vestments fer long-term growth. 
This policy is expected to have a 
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Special appeal to periodic invest- 
ors who seek to build capital. 


WELLINGTON FUND Tuesday re- 
ported gross sales of $16,329,000 
for the first quarter of 1954. A. 
J. Wilkins, Vice-President, said 
the total represented a 14% in- 
crease over the $14,384,000 in the 
final quarter of 1953. 


Mr. Wilkins added that redemp- 
tions for the three months ended 
March 31. last, amounted to 21.7% 
of sales or 3.8% of total net as- 
sets. This rate, he noted, showed 
little change by comparison with 
the rate of redemptions through- 
out 1953. which was among the 
lowest in the industry. 


PERSONAL PROGRESS 
ROBERT H. NICHOLS, for the 
past nine years with J. C. Brad- 
ford & Company, has resigned 
as resident manager of the At- 
lanta office in order to join In- 
vestors Diversified Services, Inc., 
of Minneapolis. Mr. Nichols will 
be in charge of Invesors Diversi- 
fied’s municipal investments. 

Mr. Nichols, at one time was 
president of his own investment 
firm, Nichols & Company, in 
Nashville. Before that, he was 
vice-president of W. N. Estes and 
Company, and was with Barcus, 
Kindred Company. 


oe 






—— 





, The George 
PUTNAM | 


FUND | 
of Loston 


Putnam FunND Distrisutors, INC. 


Bt 









50 State Street, Boston | 





i ee eee 











INCORPORATED 
IVVESTORS 


diversified portfolio 
selected 


with a 
of 
securities for 
long-term growth of 
capital and income 


Pr fectu 
fy 


investment dealers 


may be obtair ed 


oT 








PARKER CORPORATION 
kelev St., 


a . 
200 Be 


L- 


ES SS SS 





30ston, Mass. 

















————d 


Gnititutional 


* BANK FUND 

* FOUNDATION FUND 
GROWTH FUND 

¢ INSURANCE FUND 


Grnililational 
« INCOME FUND, INC. 


Distributed by I 


HARE’S LTD. 
19 RECTOR STREET, NEW YORK 6, N.Y. 
Prospectuses may be obtained from 
ve or loca! Gealer. 







the at 


a eel 


Commercial and Financial Chronicle 


Continued from page 2 


The Security I Like Best 


ly to the food industry and some 
to industrial customers. The sales 
territory covers all states east of 
the Missouri River. 

In the past two years, Allied 
Mills has spent $6.2 million, or 
25% of June 30, 1953 gross plant 
of $25.1 million, on capital expen- 
ditures to increase its operating 
efficiency and widen its markets. 
The new modern livestock feed 
plant at Mason City, lowa, which 
is located in an excellent live- 
stock feeding area with good rail- 
road facilities, was completed last 
September. In March, 1953, the 
expansion of the production and 
storage facilities at the Taylor- 
ville, Illinois, soybean processing 
plant was completed and placed 
in overation. The daily processing 
capacity at Taylorville was there- 
by increased from approximately 
150 to over 500 tons, with a re- 
sultant lowering of operating costs 
and improvement of product. 


It will be noted that operating 
profit margins in the 1952 and 
1953 fiscal years were well below 
the ten-year average of 6.5% of 
net sales, although dollar sales 
volume reached a new high in 
1952. In the 1953 fiscal year, al- 
though livestock feeds were off 
only 4% in physical volume, dol- 
lar sales were adversely affected 
by lower feed prices in line with 
a sharp drop in farm income and 
in the prices of grain and other 
feed jngredients. In addition, the 
profit margin on soybean conver- 
sion was abnormal due to a sub- 
stantial fall in the prices of soy- 
bean meal and oil. 

However, in the December, 1953, 
quarter, net income rose 75% to 
$655,000 (84c per share) from 
$380,000 (48c) in the like 1952 
period. This marked turn for the 
better, which we understand is 
continuing, has been due chiefly 
to the following three factors: 

(1) An in volume of 
feed sales. 

(2) A greater stability of feed 
prices as compared with the de- 
clining price situation that pre- 
vailed in the previous year. 

(3) Improved operating effici- 
ency and economies resulting from 
the company’s modernization pro- 
gram. 


increase 


It is my understanding that 
earnings in the quarter ended 
March 31, 1954, which was gen- 


erally a profitable one in the feed 
industry, will compare favorably 
with the 55c per share reported 
in the like period a year ago. The 
June quarter is normally the sea- 
sonally best period of the year. 
Even in below-average 1953 fiscal 
year, June quarter earnings 
reached $1.01 per common share. 
We feel that a conservative esti- 
mate of earnings for the fiscal 
year ending this June 30 is $350 a 
share v. $2.69 in the 1953 year. 

In the 1948-1953 period, gross 
plant increased by $13.8 million, 
or 121%. Of this increase, $7.7 
million was financed from a re- 
duction in working capital and 
the balance from retained earn- 
ings and depreciation. With earn- 
ings On the uvtrend and the post- 
war modernization and expansion 
program largely completed, the 
company’s working capital posi- 
tion should show tangible im- 
provement in the present fiscal 
year. Short-term bank loans were 
all liquidated in early September, 


1953: currently. the company has 
some seasonal bank loans used to 
finance sovbean purchases and in- 
ventories. However, it is expected 
that the June 30. 1954. balance 
sheet will show no short-term in- 
debtedness Inventory turn-over 
on the average is less than 60 
davs: thus eliminating the possi- 
bilitv of serious losses through in- 
ventoi admustments at any one 
time. Canital expenditures in 1954 
should not exceed depreciation 


charges of approximately $1.2 mil- 
lion by more than $500,000. 


Due to the absence of long-term 
cebt cr preferred stock and a 
characteristically strong working 
capital position, the dividend pol- 
icy of Allied Mills has been a 
generous one over the years. Ona 
fiscal year basis, the dividend 
pay-out averaged 74% in the 1949- 
1953 period. The desire to build 
up the company’s working capital 
position will probably hold divi- 
dend payments to the present $2 
annual rate, although an ex- 
tra at the end of the fiscal year is 
a possibility. In each of the four 
years prior to 1953 an extra divi- 
dend was paid in June in addi- 
tion to the $2 regular annual rate 
as follows: 1952 (25c), 1951 (75c), 
1950 (50c), and 1949 (50c). 


Continued from page 3 


Bullish Implications of 
Investor Skepticism 


standing the recent bull swing of 
more than six months duration 
there are at present no danger 
signals indicating overspeculation 
anywhere along the road. This 
does not mean that everyone will 





conduct himself  circumspectly 
and that the boom can and will 
continue ad infinitum. As has 


inevitably happened before, there 
will come a time once again when 
all the old familiar red flags 
begin waving their warnings — 
brokers loans will go away up 
—new issues will be offered to 
the public and will be oversub- 
scribed 10 to 30 times and imme- 
diately go to fancy premiums— 
everybody will make money 
easily, quickly and nonchalantly. 


Maybe the times change, but 
people never do. The faces may 
be different, but human nature 


remains the same. We seem to be 
entering one of those rare cycli- 
cal periods where genius is at a 
discount. 

Now as to the probable end of 
this bullish atmosphere .. . it 
would be presumptuous to attempt 
predicting either a price level or 
time limit. The best advice is 
to go along with the swing—be 
on the lookout for the Httle red 
flags, as they are bound to make 
their appearance somewhere 
along the road of cumulative op- 
timism. In the past never have 
we been bashful or hesitant in 
highlighting the danger signals 
as they gained prominence. We 
are proud to remember our fore- 
warnings in 1929-1936 and 1946. 
We were not friendly to the mar- 
ket in 1951 but resumed opti- 
mism in the Fall of 1953 for 
reasons already stated. While one 
must expect interruptions from 
time to time, the main body of 
stocks still has some time and 
distance to go. Secondary and 
low priced groups soon should 
take hold, while the blue chips 
rest on their laurels. 

For those who have great faith 
in the reappearance of booms and 
depressions in rhythmic succes- 
sion, we mention some mighty im- 
portant tops in speculative booms 


which seem to reoccur about 
every 28 years—1873—1901—1929 
—( 1957)‘ 


John F. Baker Joins 
Baker, Walsh Co. 


CHICAGO, IUll.—John F. Bake 
has joined Baker, Walsh & Co., 
South La Salle Street. Mr. Baker 
bee the In- 
Telephone Company and 
the Kansas State Telephone Com- 


pany 


29 


has an officer of 


vestors 


(1918) 35 





Laurence S. Arnold 


Distinguished Mining Engineer and Investment Banker dies at 

the age of 73. Much sought after in later years for his respect- 

ed business advice and because of his keen wit, Mr. Arnold 

humorously ascribed his success to his ability to condense long 

reports to one page, and then to condense the one page to 
one of two words, “Yes,” or “No.” 


Funeral services will take place at 10:30 this morning 
in the chapel of St. James Church, Madison Avenue and 
71st Street, New York City, for Lawrence Septimus 
Arnold, an English-born mining engineer and investment 
banker who made a distinguished career in both fields of 


endeavor in his adopted country, the United States. 


Mr. 


Arnold died last Monday morning in Doctors Hospital at 
the age of 73 following a massive cerebral hemorrhage 
which struck him the evening before. 

Mr. Arnold, ‘“‘Dean” of the Columbia University Club, 
4 West 43rd Street, his home for the last 30 years, was 
born in Manchester, England, the seventh son of the 
founder of the Manchester investment banking firm, W. 
A. Arnold & Son. He was the brother of the late Lord 
Arnold, who, in 1924, was a member of the cabinet of 
Prime Minister Ramsay MacDonald. 

Mr. Arnold came fo the United States from England 
at the turn of the century, attending first the Colorado 
School of Mines, and then graduating in 1905 from the 


Columbia University School of Mines. 


He also attended 


Columbia Law School as a student in the class of 1912. 

In New York’s private club and banking circles, Mr. 
Arnold’s company was much sought after by his friends 
and associates, not only for his respected advice and ma- 
ture judgment on business and investment affairs, but 
also because of his reputation as a raconteur and keen- 


minded wit. 


It was to the amusement of many dinner 


companies that Mr. Arnold ascribed his phenomenal suc- 
cess, as a consulting engineer to governments and invest- 
ment banking firms, to his ability to condense a long 
report to a short one, then, to condense a short report to 
one page; and, finally, to condense the one page to one 


of two words, “Yes,” or ‘“‘No.”’ 


It was Mr. Arnold’s humor- 


ous turn of mind that invented, and continually embroi- 


dered his mythical — and legendary 


- School of Humor 


which would accept social bores, Mr. Arnold’s pet peeve, 


tuition-free. 


Before his retirement from the ordinary aspect of 
business 20 years ago, Mr. Arnold was associated with 
BancAmerica, Blair & Company; Blair & Company; and 
with Henry Lockhart of the Goodrich Lockhart Company. 


During World War I, he served the United States as 
a “dollar-a-year’’ man in Washington in charge of various 


phases of war production. 


Mr. Arnold, a bachelor, was before his death the only 
survivor of his generation of the Arnold family of seven 


brothers and two sisters. 


He was an active member of 


the Columbia University Club, the Metropolitan Club, 
St. George’s Society and the Pilgrims. 


Charles W. Brown Joins 
White & Company 


Speci to THe FINANCIAL CHRONICLE 

ST. LOUIS, Mo. Charles W. 
Brown has become _ associated 
with White & Company, Missis- 
sippi Valley Building, members 
of the Midwest Stock Exchange 
Mr Brown was formerly with B 
C. Morton & Co. and Slayton & 
Company, Inc. Prior thereto he 
was with Reynolds & Co. in Chi- 
cago and T. C. Henderson & Co. 
in Des Moines 


Thomson & McKinnon Add 


CHARLOTTE, N. C Walter 
Myers has become affiliated with 
Thomson & McKinnon, Johnston 
3uilding 


With I. M. Simon Co. 


(Special to Tue Financia, CHronicig) 

ST. LOUIS, Mo.—Alvin F. Han- 
sen is now with I. M. Simon & 
Co., 315 North Fourth Street. He 
was previously with McCluney 
& Co. 


With Ellis, Holyoke 
t Tue Financia CHRONICLE) 


LINCOLN, Neb. Nelwyn B. 


Moran is now with Ellis, Hol- 
yoke & Co., 134 North Thirteenth 
Street. 


Joins Central Republic 

p » T FINANCIAL CHRONICLE) 
OMAHA, Neb.—Loren E. Brown 
now with Central Republic 
Company, Omaha National Bank 
Building. 


is 
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The Outlook for 
Subscription Television 


picture industry that would 
surely tax that industry's own su- 
perlatives. 

But let me preface my attempt 
to answer these key questions by 
telling you the one thing I have 
learned for sure to date about 
subscription television. That thing 
is that one cannot deduce the eco- 
nomic or business significance of 
this idea by drawing easy anal- 
ogies with existing industries or 
services. 

Subscription television service 

will be the nearest thing to a 
brand new, unique, unprecedented 
and almost literally revolutionary 
economic function to enter the 
American economy in a long time. 
Because of this very uniqueness, 
and also because of the great new 
potentials involved here, ignor- 
ance of subscription TV’s basic 
principles can lead to some busi- 
mess snap judgments in this field 
that could lose the snap-judgers 
Yreir shirts. 
‘ As I shall indicate shortly, it is 
rot enough merely to have a sub- 
scription TV system, because un- 
Jess it meets certain complete 
standards you may end up with 
merely a new kind of a box office 
at the front door which makes it 
just that much easier for custom- 
ers to go and come for free at a 
side door. That is hardly an im- 
provement on the economics of 
tre theatre business. 


A Caution Against Snap 
Judgment 


But, not to get ahead of my 
story, let me give you a more 
general example of what I mean 
when I caution against snap judg- 
ments about subscription TV eco- 
nomics. In the earliest days of 
TV, there was an offhand notion 
that television was simply a 
combination of radio and motion 
pictures. We drew all kinds of 
@uick conclusions about television 
from what we previously knew 
about these two prior industries. 
There were quick predictions 
that TV would murder radio. To- 
day there is not only far more 
radio, but also more well-spon- 
sored murders—on bo.h radio and 
TV. 

Motion picture exhibitors are 
still afraid that TV will murder 
their business, and it has indeed 
manslaughtered a lot of it. It is 
hardly surprising that when one 
mentions subscription television 
to them, with its own box office 
right in the American living 
room they really tremble, or they 
roar with anxiety. 

Very well, to illustrate quickly 
the great latitude for error of 
judgment inherent in the unique 
economics of subscription tele- 


vision, there is much evidence 
and sound logic upon which to 
expect that subscription tele- 


vision will help the motion pic- 


tuer industry, including its ex- 
hibition branch, in far greater 
proportion than so-called “free” 


sponsored television is now hurt- 
img it. In similar vein, there is 
sound justification for the expec- 
tation that the adding of sub- 
scription use to regular television 
service will help to make tele- 
vision a far more eftective ad- 
vertising medium. 

Obviously such conclusions 
rot expected to be accepted on 


are 


faith, so let me pose for you the 
economic premises which sup- 
port them, and which will, I be- 
lieve, be substantiated in fact by 


the advent of actual 
TV service 

No matter what 
views on this new 
stage of events, I 


, 
SUDSC 


ription 
your own 
idea are at this 

am 


sure you 


will find your own analysis and 
conclusions facilitated if you will 
gecognize subscription TV service 


first for what it is and secondly 
for what it is not. 

The most accurate and mean- 
ingful economic definition of sub- 
scription television is, I believe, 
that it is an instantaneous, elec- 
tronic distribution service which 
utilizes television to deliver a 
product from a seller to a buyer 
for a fee. It is therefore open to 
all of the potentials, and all of 
the limitations of the competition 
among goods in a free market. 

Not a Substitute for Regular 

Television 
Obviously, therefore, subsciip- 


tion television is not a “substi- 
tute” for regular television serv- 
ice. Equally obviously, it cannot 


sell anything in the way of a sub- 
scription program unless it is (a) 
better than or (b) different from 
any sponsored program. Recog- 
nition of these relationships 
quickly eliminates the basis of 
many offhand fears about sub- 
scription TV, such as that it is a 
scheme to charge the public for 
what they are now getting free. 
Actually it will save them time 
and money by delivering to their 
homes for nominal fees a lot oi 
entertainment product they are 
now paying dearly to go out and 
get; and in the process it will 
make possible a great increase in 
so-called free, or sponsored, 
television service. 

The Achilles heel of regular TV 
is that it has no intrinsic eco- 
nomics of its own. Therefore ev- 
erything it does must be subsi- 
dized by some other economic 
function. So far advertising has 
given television its sole economic 
sustenance, with some very lim- 
ited exceptions. I hardly think it 
necessary here to go into the 
enormous limitations that this 
circumstance has imposed on TV, 
because they are well known. At 


the same time I don’t think it 
necessary here to elaborate the 
obvious fact that it is no reflec- 


tion on advertising, nor a criti- 
cism of its essential economic 
function, merely because it can- 
not support all of the things that 
television could do, or that peo- 
ple want it to do. There is no 
reason why advertising should as- 
sume this heroic responsibility 
alone, any more than that the 
automobile companies should sup- 
ply the buyers of their cars with 
free gasoline for the life of the 
car. 

Personally, I am amazed that 
advertising economics has been 
able to underwrite as much tele- 
vision facilities and service as it 
has. It has not been easy, as the 
groans of advertisers attest, and 
the worst is not yet. Color tele- 
vision will indeed add a lot of 
color to TV’s economics — espe- 
cially red. But color TV will have 
no more economics of its own 
than has black-and-white TY. 

Subscription television, by con- 
trast, is not only a complete and 
instantaneous TV distribution sys- 
tem, but it also has its own 
built-in economic system. There 
are no subsidies, no indirect eco- 


nomic deals, no third-party pat- 
ronage involved 


However, this distinct differ- 
ence between the economic status 
of regular television and that of 
subscription television should not 

as it frequently does—lead to 
the conclusion that they are an- 
tagonistic or—to use a TV term 
“incompatible.” On the contrary, 


it is the good fortune of both TV 
and subscription TV that the, 
are highly complementary or 


“compatible. 
Regular Television Channels Can 
Be Used 


regard, here is another 
point that merits great emphasis. 


In that 
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Subscription television service 
does not require separate or ad- 
ditional television channels. It is 
conceived as an auxiliary service 
from regular TV stations, hence a 
means of giving all television a 
second, and major and direct 
means of economic support. This 
is one of the most significant as- 
pects of subscription TV’s eco- 
nomics. 

In the first place, it will finally 
put TV on a really competitive 
basis with other principal adver- 
tising media. Newspapers, for ex- 
ample, derive about a nickel of 


revenue from subscribers for 
every dime of advertising rev- 


enue, TV must now send all of its 
bills to advertisers —and indeed 
about half its bills to less than 20 
national advertisers. 

Secondly, and of more impor- 
tance to the economy and coun- 
try as a whole, there is an obvious 
over-all limit to how many TV 
stations advertising revenue alone 
can support. On my calculations, 
that limit is somewhere around 
500 stations. Yet there is spec- 
trum space already allocated for 
over 2,000 TV stations. 

Now, if we will allow all sta- 
tions to utilize subscription tele- 
casting to augment their advertis- 
ing revenue, then I believe we 
can at least double the number of 
economically supportable stations. 
In particular, the smaller and 
scattered markets would improve 
their chances of obtaining TV 
service. So far barely a dozen of 
the FCC station allocations to 
towns of 10,000 or under have 
been applied for; and over 60 
construction permits have been 
returned from larger, but still 
marginal, markets, because there 
was insufficient prospect of sup- 
porting them on advertising rev- 
enue alone. 

So far, my remarks have all 
been addressed to the first of my 
three basic questions; namely, is 
there a need for such a service as 
subscription TV? There is more 
to be said on that point, but it 
will be more meaningful, by way 
of conclusion, after I have dealt 
with the other two questions. 


Requirements of Practical 
Subscription TV 

Now as to the requirements of 
a practical subscription TV _ sys- 
tem: As I imagine everyone here 
knows, all approaches to sub- 
scription TV so far publicly re- 
vealed have followed the princi- 
ple of a scrambled signal to pre- 
vent non-paying customers from 
obtaining the program. Presum- 
ably any future service author- 
ized by the FCC will be based on 
this principle. 

Purely aside from whatever 
standards the FCC may impose on 
such a service, it will not be 
commercially effective unless it 
does the following things: 

(1) It must operate within ex- 
isting standards of TV transmis- 
sion so that the millions of TV 
sets now in use can be easily and 
economically equipped to receive 
this additional service. As an ad- 
ditional factor here which is by 
no means minor, it should be pos- 
sible to add the _ subscription 
unit to an existing set without 
altering the chassis wiring to the 
extent of invalidating the under- 
writer's guarantee. You can read- 
ily imagine what would happen to 
a company, set up to merchandise 
subscription television service, if 
it ignored too many of these lit- 
tle “horseshoe nail” details. 

(2) A subscription system to be 
commercially effective must util- 
ize a scrambling technique such 
that the video signal is rendered 
so unintelligible as to provide no 
satisfactory image to non-paying 
viewers. In addition, the audio 
signal must be scrambled or 
otherwise rendered un ntelligible. 

To give you an historical note 
on this, when Zenith started its 
now-famous 90-day test ot 
Phonevision on New Year’s Day 
1951, in Chicago, they did not al 
first scramble the sound. To ev- 


\ 


erybody’s astonishment, spot 
checks quickly showed that peo- 
ple in as many as 12,000 Chicago 
homes every night were tolerat- 
ing what was then thought to be 
an adequately - scrambled image, 
yet they were putting up with it 
and following the whole movie 
just by listening to the sound 
track! 

As you can imagine, the movie 
people whose films were being 
used jumped on that situation, be- 
cause they well know that, old 
silent films to the contrary, the 
sound track of a modern film is a 
vital ingredient. They don’t mind 
if the screen of an outdoor movie 
can be seen from the road, as 
long as the sound can't be heard. 

I will tell you more about the 
Chicago Phonevision test later, 
but I can assure you that it threw 
out the window many preconcep- 
tions about what constitutes an 
adequate subscription TV service 
and was well worth the $970,000 
that Zenith spent on it. Needless 
to add, very few of the valuable 
findings from that test have been 
revealed in the highly general- 
ized releases made to date. But 
to get on with our standards. 

(3) Once you have both video 
and audio adequately, scrambled, 
then your system must be able to 
distribute the coded signal in a 
strictly controlled way so that 
non-paying customers cannot 
peak under your tent; nor can 
bootleggers devise ways of selling 
bargain gimmicks to break your 


code. It is also essential that 
customers not be able to trade 
code information among them- 
selves. 

(4) Finally, no matter how 
complex the code in use, the 


transmission must contain within 
itself no tags or clues to opera- 
tions, ike a boxer’s telegraphed 
punch. All such competitive sys- 
tems, so far publicly demon- 
strated, suffer considerably from 
this shortcoming. 


Some Relevant History 


I need hardly add that meet- 
ing all these requirements simul- 
taneously, effectively and _ eco- 
nomically, isn’t easy. To illustrate, 
I will recount some relevant his- 
tory. 

The Zenith Radio Corporation, 
and in particular its President, 
Commander E. F. McDonald, Jr., 
set out as long ago as 1931 to de- 
vise an effective subscription TV 
service. Until 1948 they were not 
only pioneers, they were lone- 
some pioneers, hearing nothing in 
this field except the sound of 
kibitzers. 

As of today, Zenith has spent 
many millions of dollars on its 
subscription TV _ research, but 
with no _ hindsight complaints. 
Because today the Zenith en- 
gineers—(and by the way, there 
are more than 30 graduate en- 
gineers and physicists, not includ- 
ing their assistants, exclusively 
devoted to Phonevision develop- 
ment — not counting 10 hand- 
picked engineers from The Neth- 
erlands who are now on their 
way to this country to augment 
the present large Phonevision 
staff)—can show you more fla- 
vors of subscription TV _ than 
Howard Johnson can show you 
flavors of ice cream — literally. 
However, the Phonevision ex- 
perts have become rather pro- 
fessionally choosy over time, and 
have narrowed their own favorite 
flavors of Phonevisicn down to 
about five varieties. Actually all 
five can be used separately o1 
in concert, hence giving Phone- 
vision a highly flexible and ver- 
satile set of characteristics 

As for scrambling up the signal 
—the Zenith systems can make 
an unholy mess of it. What is 
more, they can change the nature 
of the mess on an instant’s notice 

and indeed that is just what 
happens. Phonevision is not only 
coded, but its code is coded, and 
the whole business is what you 
might cail “randomized.” In the 


language of a cryptographer, 
5,000 


Phonevision has about dif- 
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ferent electronic symbols for any 
given letter of the alphabet. Al-, 
together it has some 20,000 codes, 
and since each customer literally 
has his own code, the odds against 
two neighbors swapping useful 
information could be one chance 
in 10-followed-by 40-zeros. 

Yet, in spite of this calibre of 
technical complexity, there are 
rumors that you can de-code 
Phonevision with an electric fan. 
I would say, offhand, that such a 
fan would be worth several thou- 
sand dollars. sia 

And, speaking of dollars, it Is 
not only essential to give a sub- 
scription TV system adequate se- 
curity, but this must be done with 
an economical and efficient unit. 
Therefore, a great deal of the in- 
tensive work that Zenith has been 
doing over the years, and par- 
ticularly in the later years, has 
been to perfect its various gadgets 
into designs and to standards that 
will make them commercially 
practical, not just “laboratory ef- 
fective.” 

Now as to actual 
techniques. They include card 
systems, coin systems, line sys- 
tems, air-code systems, cash sys- 
tems and credit systems In a 
great variety of combinations. 
(You might be interested, by the 
way, to know that shortly Zenith 
—in cooperation with WOR-TV 
— will be doing some practical 
field analysis work here in New 
York. This will not be another 
“public test” or demonstration, 
except that it will enable people 
like yourself with a professional 
or technical interest in subscrip- 
tion TV to see what constitutes 
a really practical scramble.) 

As for the competitor systems, 
I do not propose to sell any fans 


Phonevision 


nor to start any fresh rumors 
about how to sneak under the 
subscription tent. Sutfice it to 


say that so far there have been no 
public demonstrations of com- 
petitor subscription television 
coding systems that have taken 
the Zenith engineers longer than 
20 minutes to break. One such 
system, as demonstrated, used a 
simple code that repeats itself 
every eight “fields” and therefore 
permits only 16 different codes. 


In this regard, Commander Mc- 
Donald has had to restrain his 
technicians from temptations of 
partisan propaganda — one of 
whom was tempted to apply for a 
patent on a gimmicq which would 
readily de-code all such limited 
systems. 

And, speaking of patents, Zenith 
now has 30 patents on its various 
systems and on certain basic sub- 
scription television operations. It 
also has 50 more patents in the 
works. And every one of its 
American patents in duplicated in 
all foreign countries where such 
patent coverage is desirable. It 
might also be relevant to add that 
negotiations with a number of 
foreign countries, with respect to 
their local application of Phone- 
vision, are at such an advanced 
stage that there is some possi- 
bility that a working subscription 
TV service may be in use abroad 
before it is available in this coun- 
try. 

Subscription TV Potential 

And speaking of economic mat- 
ters relevant to the technology 
and standards I have been dis- 
cussing—I am _ personally con- 
vinced as an economist that the 
potential new “industry” here— 
this electronic distribution sys- 
tem we are talking about—is no 
new novelty proposition. I firmly 
believe it will develop quickly to 
a level of generating annual busi- 
ness volume running well into 
the billions of dollars. I rest that 
exvectation on such basic facts as 


this: There is now a relatively 
“home bound” audience among 
our maturing population — plus 


those that at any given time are 
infirm, indisposed, have an in- 
fant in the house or otherwise 
cannot or will not go out of their 
homes to become customers for 
spectator commodities—which exe 
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ceeds in the aggregate the pres- 
ent motion picture theatre or 
spectator sport stadium audiences 
by far. These would be brand 
mew customers for such products, 
purely aside from how much sub- 
scription TV might add to pres- 
ent consumption of movies, etc. 
among the present non-home 
bound market. 

But to start from scratch to de- 
velop this new and unique—and 
enormous — market will be no 
penny-ante propositien. It will 
eall for a lot of technological 
know-how; a vast amount of pro- 
duction and sales engineering; 
ample production facilities; a lot 
of merchandising skill, courage 
and imagination; and finally a 
barrel of risk money. 

In this regard I don’t think it 
too much of a commercial plug 
to observe that the Zenith Radio 
Corporation, in addition to its 
pioneering technical position with 
respect to subscription television, 
stacks up pretty well on these 
other requirements. 

During 1953 Zenith had con- 
solidated sales of $166,000,000, 
establishing an all-time company 
high, and exceeding the previous 
record year, 1952, by 21%. Cash 
and government securities at the 
year-end totaled $16,000,000 and 
amounted to 99% of total liabil- 
ities. Notwithstanding substantial 
expenditures, running into sev- 
eral millions of dollars for addi- 
tions to the company’s physical 
facilities, working capital was in- 
creased to more than $24,000,000. 
Consolidated net profits for 1953 
were $11.44 per share. The Com- 
pany has never hesitated to sup- 
port its Phonevision project to 
the full extent of its resources, 
and is prepared to continue to do 
so. I doubt very much if, at this 
stage of the game, Commander 
McDonald intends to relinquish to 
aanyone Zenith’s position of lead- 
ership in the subscription tele- 
vision field. 

As you may know, there is also 
in existence a separate company, 
known as TECO—the Television 
Entertainment Company, Inc. 
Since Zenith proposes to stick to 
its own last, the Teco company, 
eiander appropriate licensing ar- 
rangements, will be primarily re- 
sponsible for developing the com- 
mercial and service side of Phone- 
wision, Zenith, of course, will 
eexpand to meet the manufactur- 
ting and sales demands for sets 
«apable of providing subscription 
service. 

Teco is a going concern — and 
Shas been for five years. It has 
za million dollars in the bank, 
“from sale of common stock, for 
vwwhat you might call “temporary 
jincidentals.” It is prepared to 
waise such additional capital as 


enay be needed in the future. 
Every preparation has been 
unmade so that both Teco and 


‘Zenith will be ready to meet the 
«challenge of developing the full- 
«est potentials of this new indus- 
ary, when and if the FCC ap- 
yproves the commercial use of 
«subscription television. 


A New Merchandizing 
Undertaking 


1 think it is also relevant to ob- 
sserve at this point that such a 
‘vast new merchandising under- 
taking, as will be represented by 
-subscription television, will re- 
<guire the combined talents and 
Iknow-how of many people and 
«companies—such as present pro- 
«ducers and exhibitors of motion 
ypictures—in order to capitalize on 
its full potentials. I should think, 
therefore, that many people now 


in various phases of the enter- 
tainment business all over the 
“country, perhaps in cooperation 


with new local broadcasters and 
will find new economic 


Now, if I may take a few more 
moments of your time, I would 
Zike to conclude by returning to 
«ny first basic question; more ex- 
actly, I would like to offer you 
my own evaluation of the future 


-wof this revolutionary new service 
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that television can now perform 
for us. 

Obviously, all of these poten- 
tials must remain just that—po- 
tentials—until the Federal Com- 
munications Commission author- 
izes such subscription TV service. 
When that will happen, I can only 
guess; but that it will happen, I 
have no doubt. I merely base my 
expectation on these premises: 


(1) This added use of TV would 
take nothing away from present 
television service. Indeed it 
would increase it. It will make 
more stations possible and will 
give more people more reasons to 
own and use TV receivers. 

(2) Since people are not likely 
to buy more than one subscrip- 
tion program for every 10 or more 
sponsored shows they will watch, 
as now, the advertisers will get 
a 90% shot at the bigger audi- 
ence and use of far more stations 
and hours. They may even get 
lower rates, since they will no 
longer have to fool all of TV’s 
bills. 

(3) The public has clearly in- 
dicated, whenever and wherever 
it has been asked, that it would 


like such service from TV. In 
Chicago the 300 test families 
bought nearly four times as 


much motion picture fare during 
the Phonevision test, as com- 
pared to their patronage of the 
came films in theatres. 100% of 
the test families said they would 
like the service permanently. 
Over 50,000 Chicago families voi- 
unteered for the test. 

Even in the Los Angeles area, 
which is motion-picture-theatre- 
minded, surveys conducted for 
several years by Woodbury Col- 
lege have consistently shown an 
increasing public desire for sub- 
scription TV service at home. 

(4) In the absence of the kind 
of additivuial economic support 
that subscription programming 
would bring, televisions current 
economic and artistic problems 
continue to mount. Program 
costs go up and up. In 1949 I 
was practically laughed off Madi- 
son Avenue for using $50,000-per- 
hour as my highest figure for fu- 
ture network TV costs for time 
and talent for a 250-station net- 
work—all in color! Today that 
would be chicken feed. When 
color TV is really here, it won't 
be bird seed. 

As I indicated earlier, over 60 
construction permits for TV sta- 
tions have already been returned 
to the FCC, because their hold- 
ers saw no chance of making a go 
of it. Early next month there 
will be a Congressional hearing 
on what to do about the special 
problems of the UHF stations. A 
group of them have urgently peti- 
tioned the FCC to authorize sub- 
scription TV as one major answer. 

(5) As for Hollywood, the pro- 
ducers—some privately, but many 
like Sam Goldwyn publicly—are 
convinced that a home TV box 
office will greatly increase the 
market for films. And as for the 
exhibitor end of the business — 
obviously the same film will not 
play the same market on sub- 
scription TV and in local theatres 
at the same time. Some observ- 
ers feel that the ballyhoo of a 
subscription TV premiere of a 
new movie will not only build 
future theatre audiences, but also 
enable exhibitors to pre-test the 
market for the film. At the least, 
the vast new revenue to Holly- 
wood should assure first a great 
new supply of films—of which 
now there is a shortage. But in 
addition, this added revenue 
should assure a bigger supply of 
costly super-colossal films — for 
all types of exhibition. 

And finally—as any married 
man knows—sitting home watch- 
ing television is no substitute for 
going out to the theatre, or any- 
where else, as long as it is out 
of the house. Not even subscrip- 
tion television will change human 
nature. As I have already noted, 
however, there is an enormous 
“home bound” market for spec- 
tator-type entertainment = and 











other cultural commodities, which 
for the first time will become a 
real market for such products, 
thanks to subscirption TV service. 

(6) As for the spectator sports 
people, they can’t wait for sub- 
scription TV. They are among its 
most vocal advocates, and under- 
standably so. They are not much 
happier than the public about 
“theatre Television” as a stop-gap 
substitute for a home TV box 
office. Yet theatre TV is now 
angling for the World Series. 
When that disappears from home 
television, there will really be a 
rhubarb in Brooklyn—and in 48 
states besides! 

When subscription TV is avail- 
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very high figures for May and 
June. In an effort to push the 
comparison one _ step. further, 
therefore, yields in the _ latest 
month, March 1954, have been 
compared with those in January 
1953, the first month included in 
the 6-month average used above. 
Comparable figures have been 
computed for each of the periods 
cited above. On this basis of com- 
parison, the net decline in inter- 
est rates in the open market dur- 
ing the last 15 months loses com- 
pletely its unprecedented char- 
acter. The changes in both long- 
term rates and short-term rates 
have been at or close to the me- 
dians for the seven periods of de- 
clining rates. All the comparisons 
seem to indicate that movements 
of customers’ rates ‘aave been 
sluggish in the recent period. 

These comparisons are present- 
ed for what they are worth. They 
in no way qualify the fact that 
yields in the bond market have 
undergone exceptionally rapid 
movements, firstupand then down, 
in the last 15 months. The gen- 
eral similarity with earlier ex- 
perience seems to suggest, how- 
ever, that forces more basic than 
the technical operations of the 
Open Market Committee may 
have contributed to the current 
ease in money rates. 

There is one sense, however, in 
which the current condition of 
ease in the money market is un- 
precedented. Reference here is to 
the pervasiveness of ease—to its 
degree of penetration through the 
credit and capital markets. This 
reflects the huge volume of Fed- 
eral debt created during the war, 
a debt that is widely held by 
banks, financial institutions, and 
larger business corporations. The 
proportion of assets held as sec- 
ondary reserves in the form of 
short-term U. S. securities by 
banks, other financial institutions, 
and corporations tends to be much 
larger today than before the war. 
This means that the same degree 
of rise or fall in the yield on 
short-term Government securities 
exerts a much larger leverage on 
earnings than heretofore and thus 
tends to invoke a more positive 
response in operating decisions. 

The increasing role played by 
the Government insured or guar- 
anteed mortgage has also oper- 
ated in the same direction. Be- 
fore the war, the mortgage mar- 
ket was fairly well insulated from 
the open money market for long- 
term capital funds, and respond- 
ed sluggishly to changes in yields 
and in the availability of funds in 
those markets. This insulation 
can still be detected today, but it 
is completely different in degree 
from that which prevailed before 
the war. The volume of Govern- 
ment insured and guaranteed 
mortgages in the capital markets 
is now very large. It constitutes 
one of the major sources of de- 
mand for new capital. The fact 
that risk exposure on these mort- 
gages is limited has made it pos- 
sible for the first time to create 
a secondary market for these very 
important financial investments. 
The degree to which insulation 
has broken down was first dem- 








able, not only the World Series, 
but films like Gone With The 
Wind, Broadway plays like South 
Pacific—or courses in Sanskrit or 
anything that even a minority 
audience is willing to pay a nomi- 
nal sum for, delivered to the 
viewer’s home—will be available 
on television. And there will be 
a lot more television for it to be 
on. 

And now, gentlemen, you have 
had it—the elementary introduc- 
tory course in why we “ain’t seen 
nothin’ yet” about the true mir- 
acle of television —and won't see 
it all until TV gets an economic 
carburetor big enough to feed its 
technological horsepower. 


Monetary Policy 


onstrated conclusively during 
early 1953, when the availability 
of funds for insured and guaran- 
teed mortgage financing at ad- 
ministratively determined rates 
tended to dry up rapidly when 
higher yields were available in 
the open securities market. It has 
subsequently been demonstrated 
that lower yields in the capital 
markets will be reflected rapid- 
ly in the availability of funds for 
insured and guaranteed mortgage 
financing. 

Recent weeks have witnessed 
several other adjustments in the 
short-term money markets that 
are worth noting. All of them 
tend to break down or modify in- 
stitutional frictions of long stand- 
ing. Among these recent develop- 
ments are the sharp increase in 
the resort by qualified borrowers 
to the open market for commer- 
cial paper when the prime loan 
rate became unattractive, the in- 
creased competition by money 
market banks for loans to dealers 
in U. S. securities, and the ap- 
pearance of more competition in 
the acceptance market. 

That economic stability cannot 
be achieved through monetary 
policy alone is obvious. That it 
is difficult, if not impossible, to 
maintain such stability in the ab- 
sence of appropriate monetary 
policy is equally important to ap- 
preciate, though less obvious. 
Within the general limits of this 
statement of the problem, how- 
ever, there is scope for widely 
differing judgments with respect 
to what contributions can and 
what contributions cannot legiti- 
mately be expected from reason- 
able administration of monetary 
responsibilities. 

The impact of monetary policy 
on the economy is registered in 
the first instance through its ef- 
fect (1) on the volume of money, 
(2) on the availability of credit, 
(3) on the cost of borrowing, and 
(4) on the capitalization in cur- 
rent dollar values of anticipated 
increments of future’ income. 
These four aspects are all inter- 
related, of course, but an exami- 
nation of the role of each of them 
individually in relation to the 
current state of the economy may 
help to clarify judgments on the 
effectiveness of recent monetary 
operations in promoting economic 
stability. 

(1) at the end of March 1954, 
the active money supply was al- 
most the same in volume as one 
year earlier. The secular growth 
in the active money supply which 
characterized the preceding year 
began to taper off during and 
after the acute stringency that 
developed in the second quarter 
last year, and, despite the wide- 
spread ease that subsequently de- 
veloped, secular growth in the 
active money supply has not yet 
been resumed. This is not out of 
line with earlier experience. So 
far as can be inferred from quite 
inadequate data, the active money 
supply probably decreased during 
the early stages of four of the six 
other recessions that this country 
has experienced since the first 
World War. In the very mild re- 
action of 1926-27, the active 
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money supply apparently behaved 
much as it has during the past 
year. In the recession from 1923 
to 1924, which in many other re- 
spects resembles the present one, 
the active money supply seems to 
have increased. 


_ (2) It is difficult to find objec- 

tive standards to define the avail- 
ability of credit and almost im- 
possible to isolate objective data 
to measure changes in availability. 
For present purposes, the avail- 
ability of credit can be defined 
(a) in terms of the ability of 
lenders to advance additional 
amounts to prime credit risks, and 
(b) in terms of their willingness 
to do so with respect to marginal 
borrowers. On the basis of per- 
sonal observation and recollection, 
and some study of past episodes, 
it is my own judgment that credit 
is more widely available in an 
absolute sense at the present time 
than it was in the comparable 
periods of most preceding periods 
of falling activity. Conditions in 
1949 and possibly 1927 constitute 
exceptions to this generalization. 
In 1949, the fact that the Federal 
Reserve System was prepared to 
maintain pegs below which Gov- 
ernment bonds would not be per- 
mitted to fall created a super- 
abundance of credit availability. 

(3) So far as the cost of 
borrowing is concerned, current 
levels of interest rates are low, 
though not so low to some bor- 
rowers as in 1938 or 1949. In few 
cases could they be called an ob- 
solute deterrent to borrowing, The 
extent of their decline during re- 
cent months relative to earlier 
years of reaction has already been 
discussed. 

(4) In addition to creating low- 
er costs for borrowers, falling 
interest rates exert an effect on 
the economy through recapitaliza- 
tion, i. e., through raising the dol- 
lar value of existing capital assets, 
particularly long-term assets. This 
response is particularly rapid in 
the open security markets where 
rising prices for bonds and invest- 
ment type stocks register the im- 
pact of falling interest rates. It 
is also, however, registered in 
some degree in other markets, 
such as the real estate market. 
Recapitalization has been a con- 
spicuous feature of the current 
reaction, more important than 
usual because holdings of capital 
assets are larger and more wide- 
spread. To the extent that it has 
been reflected in an appreciation 
of investors’ portfolios, recapitali- 
zation has liquified financial in- 
stitutions and increased the pro- 
portion of their assets that can 
be disposed of at a profit. Simi- 
larly, the rise in stock prices has 
increased the ability and probably 
the willingness of investors to 
spend. Capital values do not seem 
to have risen in the real estate 
market. The capitalization factor, 
nevertheless, may have acted to 
cushion existing values from re- 
acting more sharply to additional 
supplies growing out of the high 
levels of current construction 
activity. 

Taken as a whole, in all four 
aspects, it appears that monetary 
policy has exerted a significant 
impact on the economy during 
the course of the present reaction. 
That it has not reversed the re- 
cession is clear from the most 
recent figures on output which, 
at this writing, are still tending 
downward, though at a less rapid 
rate It is significant, on the other 
hand, that those areas of the 
economy where prospects appear 
most firm are also those that are 
normally considered most quickly 
affected by changes in the cost 
and availability of funds. Housing, 
state and municipal public works, 
particularly highways, commer- 
cial construction and corporate in- 
vestment are the areas of the 
economy that seem to promise the 
best performance during 1954. 
They are all dependent to an 
important degree on financing in 
the long-term money markets 
where monetary policy has had 
its most striking response. 
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The State of Trade and Industry 


Aug. 22, 1953, with 155,722. Previous peak for this year was 
March 15-20 with 144,698 completions. 

The statistical agency said the past week’s upturn stemmed 
from increased scheduling at General Motors and Ford plus the 
return of Studebaker operations after a week-long shutdown. 

It added, however, that one-week shutdowns began last Friday 
night for Hudson and Packard, continuing the off-again, on-again 
production pattern for the independent producers which is holding 
their April output to a 7'2-year low point. 

“Ward's” noted that General Motors Corp. is sparking the 
industry’s half-million unit monthly production pace of cars and 
in April-June may run off with as high as 52% of industry 
automobile volume against 49.5% in January-March. 

Chevrolet the past week hiked its car production 8% over 
the week before to 34,300 cars, a 43-week high. Ford, at the same 
time, programmed 30,100 assemblies, its second-highest level of 
this year. 

The Ford effort required operations at seven plants last Satur- 
day, while Chevrolet has started working uvon a 40,000-unit in- 
crease recently installed for the second quarter, this trade weekly 
deelared. 

The reporting service said that Buick in the preceding week 
racked up-an all-time, 50-year production high of 13,319 car com- 
pletions and continued at that level last week, while Oldsmobile’s 
schedule of 10,700 cars the past week also set a new record. 

Cadillac, meantime, continues on 10-hour day car production, 
while Lincoln-Mercury assembly persists at the reduced level 
effective April 12. Chrysler Corp. car divisions remained on five- 
day schedules for the third straight week. 


Steel Operations Scheduled at 68.4% of 
Capacity This Week 

Possibly the hoped-for turn in the steel market is here, says 
“Steel,” the weekly magazine of metalworking. But while some 
promising signs are visible on the economic horizon, mixed con- 
ditions cloud the immediate outleok. It is still too early for def- 
inite conclusions with favorable and unfavorable influences off- 
setting each other. 

Developments generating optimism include consumption which 
exceeds steel production currently. Prompt shipment orders are 
more frequent, indicating advanced inventory liquidation and 
sales volume is up a bit, with demand a trifle more spirited. 
A seasonal upturn in wire, building items and tin plate is in 
evidence as well as a returning strength in scrap, traditional 
barometer for steel. An apparent leveling out of steel production 
around 70% of capacity is generally believed a profitable oper- 
ating point for most producers, continues this trade weekly. 

Less favorable signs are the uncertainty as to automotive 
requirements over the coming months and uncertainty stemming 
from sluggish sales of consumer durables at retail level. The 
uncertainty of consumers as regards stockpiling policy and that 
arising from the erratic course of manufacturing in some areas of 
steel consumption; uncertainty attending the approacjing steel 
labor negotiations and the explosive international political situa- 
tion, especially the Indo-China crisis, are also less favorable signs, 
observes this trade magazine. 

The American Iron and Steel Institute announced that the 
operating rate of steel companies having 96.1% of the steelmaking 
capacity for the entire industry will be at an average of 68.4% of 
capacity for the week beginning April 26, 1954, equivalent to 
1,632,000 tons of ingots and steel for castings, as against 1,636,000 
tons nad 68.6% (actual) a week ago. 

The industry’s ingot production rate for the weeks in 1954 is 
now based on annual capacity of 124,330,410 tons as of Jan. 1, 1954. 

For the like week a month ago the rate was 69.1% and pro- 
duction 1,648,000 tons. A year ago the actual weekly production 
was placed at 2,262,000 tons or 100.3%. The operating rate is not 
comparable because capacity was lower than capacity in 1954. The 
percentage figures for last year are based on annual capacity of 
117,547,470 tons as of Jan. 1, 1953. 


Electric Output Holds to Lower Trend 


The amount of electric energy distributed by the electric light 
and power industry for the week ended Saturday, April 24, 1954, 
was estimated at 8,257,000.000 kwh., according to the Edison Elec- 
tric Institute. 

The current figure represents a decrease of 88,000,000 kwh. 
below the preceding week, but an increase of 241,000,000 kwh., or 
3.0% over the comparable 1953 week and 1,122,000,000 kwh., over 
the like week in 1952. 


Car Loadings Continue Mild Gain of Preceding Week 


Loadings of revenue freight for the week ended April 17, 
1954, increased 6,094 cars, or 1.0% above the preceding week, ac- 
cording to the Association of American Railroads. 

Loadings totaled 612,884 cars, a decrease of 138,744 cars or 
18.5% below the corresponding 1953 week, and a decrease of 
122,185 cars or 16.6% below the corresponding week in 1952. 


U. S. Auto Output Last Week Rose 5% to Attain 
34-Week High 


Automotive production for the latest week ended April 24, 
rose 5% to reach a 34-week high record. The previous peak for 
this year was for the period March 15-20, “Ward’s Automotive 
Reports,” states. 


The industry, “Ward’s” reports, assembled an estimated 123,- 
594 cars last week, compared with 118,486 (revised) in the pre- 
vious week. A year ago the weekly production was 151,394. 


Last week, the agency reported there were 22,583 trucks made 
in this country, as against 21,138 (revised) in the previous week 
and 31,469 in the like 1953 week. 


“Ward's” estimated Canadian plants turned out 8,580 cars and 
2,082 trucks last week, against 7,159 cars and 1,776 trucks in the 
preceding week and 8,819 cars and 3,196 trucks in the comparable 
19586 week. 


The Commercial and Financial Chronicle 


Business Failures Rise Following a Three-Week Decline 


Commercial and industrial failures increased to 229 in the 
week ended April 22 from 198 in the preceding week, Dun & 
Bradstreet, Inc., reports. Ending a three-week decline, this up- 
turn lifted casualties considerably above a year ago when 159 
occurred or 1952 when there were 168. However, mortality re- 
mained 28% below the pre-war level of 316 in the comparable 
week of 1939. 

Failures involving liabilities of $5,000 cr more rose to 190 
from 168 last week and 132 a year ago. An increase also appeared 
among small casualties, thoseewith liabilities. under $5.000. which 
turned up to 39 from 30 irmthe previous week and exceeded the 
27 of this size recorded in the similar week of 1953. Nineteen 
businesses failed with liabilities in excess oP BTOHOC0, as compared 
with 14 last week. 


Wholesale Food Price Index Turned Higher 
In Latest Week 

Reversing the downward trend of the previous two weeks. 
the Dun & Bradstreet wholesale food price index rose 6 cents !ast 
week to stand at $7.41 on April 20, only 1 cent below the a!l-time 
high of $7.42 recorded on March 30. The current figure compares 
with $6.38 on the corresponding date a year ago, or a gain of 16.1%. 

The index represents the sum total of the price per pound 
of 31 foods in general use and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Registers) Maid Gains 

A firmer trend in some of the major commodities resulted 
in a mild rise in the Dun & Bradstreet daily wholesale commodity 
price index the past week. The index tipished: at 277.82 on April 
20, as compared with 276.53 a week preVious, and with 278.49 on 
the corresponding date last year. = 

Grain markets were unsettled and erratic most of the week 
but turned upward in late dealtageeumder brisk demand influenced 
largely by uneasiness over developments in Indo-Coina. Soybeans 
climbed to new five-year highs aided by light supplies and a firm 
undertone in oil and meal. 


Wheat registered moderate advances after reaching new lows 
since 1950 at mid-week. 


Early weakness reflected good rains in some sections of the 
Southwest but additional moisture is needed in many areas. The 
April report of the Crop Reporting Board forecast this year’s pro- 
duction of Winter wheat at 678,000,000 bushels, as against 877.000.- 
000 bushels last year. Corn rose in response to better demand 
coupled with light marketings. Purchases of grain and soybean 
futures on the Chicago Board of Trade last week averaged about 
58,000,000 bushels per day, against 52,700,000 the previous week 
and 44,800,000 a year ago. 

A further upward adjustment in roasted coffee prices at 
retail amounting to 4 cents a pound was announced by a leading 
chain store. 

Cotton futures were irregular last week while spot prices re- 
mained steady as activity in spot markets continued to decline 
Light to heavy rains were reported in many areas of the Southwest 
where drought conditions had been causing increasing concern. 
Loan repossessions during the week ended April 9 reached a total 
of 91,800 bales, the largest for any week this season. while entries 
continued in small volume. 

Total loans outstanding on 
were reported at 6,081,300 bales. 

Daily average consumption of cotton during 
mated by tne New York Cotton 
33,400 bales, as against 34,800 in 
March a year ago. 


1953-cotton crop as of April 9 
April, as esti- 
Exchange Service Bureau. 
February, and 38,500 


Was 


bales in 


Trade Volume Last Week Shows Sharp Rise Over 
Preceding Week and Year Ago 


The combination of Easter and warmer weather spurred retail 
trade throughout the country in the period ended on Wednesday of 
last week. Total dollar volume rose perceptibly over the previvus 
week and markedly over the comparable week of a year ago. 
Despite some rainy weather most merchants revorted total Easter- 
season sales generally equal to those of last year. 

Buyers were reported responding to aggressive promotions 
of medium-priced goods. 

The total dollar volume of retail trade in the week was esti- 
mated by Dun & Bradstreet, Inc., to be from 7 to 11% above the 
sales volume of a year ago. Regional estimates varied from the 
comparable 1953 levels by the following percentages: East +6 to 

+10; South +5 to +9; New England and Northwest +4 to +8: 
Southwest +6 to +10; Middle West and Pacific Coast +9 to +13. 

Trading activity in many wholesale markets increased during 
the period ended on Wednesday of last week. but remained 
moderately below last year’s level. 

Most wholesale merchants were more confident about 
mediate market prospects than they were several weeks azo. 

The greatest gains of the week were registered in apparel and 
food lines. “2 

Department store sales on a country-wide basis as taken from 
the Federal Reserve Board’s index for the week ended April 17, 
1954 increased 12% above the level of the preceding week. In the 
previous week, April 10, 1954, an increase of 16% was. reported 
from that of the similar week in 1953. For the four weeks ended 
April 17, 1954, no change was reported. For the period *Jan. 1 to 
April 17, 1954, department store sales registered a decrease of 3% 
below the corresponding period of 1953. 

Retail trade volume in New York City-last-week (the post- 
Easter period) traditionally one of declining sales, found a good 
response to post-Easter promotions abetted by good weather 
early in the week. 

According to the Federal Reserve Board’s index department 
store sales in New York City for the weekly period ended April 
17, 1954, registered an increase of 9% above the like ‘period of 
last year. In the preceding week, April 10, 1954, an inerease of 
24% was reported from that of the similar week in 1953, while 
for the four weeks ended April 17, 1954, an increase of 4% was 
reported. For the period *Jan. 1 to April 17, 1954, no change was 
registered from that of the 1953 period. 


im- 





* Comparison period begins with the Jan. 4-9 week in 1954 ahd with the 
Jan. 5-10 week in 1953. 
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1-T-E Circuit Breaker 
Preferred on Market 


Public offering of 100,000 shares 
of 4.60%, $50 par value preferrec 
stock of I-T-E Circuit Breakey 
Company was made on April 27 
by an underwriting group headec 
jointly by Smith, Barney & Co 
and C. C. Collings & Co., Ine 
The stock was priced at $50 ¢ 
share plus accrued dividends. 

The preferred stock. beginnin 
on April 15, 1955, will have the 
benefit of an annual retiremen 
fund consisting of (a) fixed pay- 
ment based on 2% of the maxi- 
num number of shares issued anc 
(b) $150,000, or an amount equa 
to 10% of the company’s con- 
solidated net income for the pre. 
ceding fiscal year in excess o 
$1,000,000, whichever is smaller 
The stock is initially callable fo: 
the retirement fund at $50.50 ; 
share and at the option of the 
company at prices ranging fron 
$52.25 to $51 per share. 

The company, incorporated ir 
1939 as successor to a corporation 
founded in 1891, is engagesc 
mainly in the manutacture o 
electric power equipment used ir 
the transmission and distribution 
of electrical energy. Products in 
clude metalclad isolated phasé 
bus structures, steel substation 
and disconnect switches, large anc 
small circuit breakers, unit sub 
stations, mechanical _ rectifiers 
insulators and fuses. It also fab 
ricates stainless steel and alumi 
num subassemblies for jet engin 
installation and is active in th 
development and manufacture o 
radar antennae. Plants are lo 
cated in Philadelphia, Pa.; Victor 
N. Y.; Newburyport, Mass.; ane 
Toronto, Can. 


First Boston Group 
Offers Combustion 
Engineering Debens. 


of $15,000,000 
bustion Engineering, Inc. 349 
sinking fund debentures, matur 
ing May 1, 1979, is being offere 
today (April 29) at 100% an 
accrued interest. The issue is be 
ing marketed by The First Bosto 
Corp. and 13 other underwriter: 

Proceeds from the _ financin 
will be applied to the prepaymer 
of $10,000,000 in term notes du 
1954-1959, incurred for plant ex 
pansion, and of $4,450,009 in shor 
term bank loans outstanding un 
der the company’s regular line 
of credit. The balance of th 
proceeds will be added to gener: 
funds. 

The new debentures are re 
deemable at optional prices rang 
ing from 103% during the twelv 
months beginning May 1, 1954 t 
100 after April 30, 1978. Com 
mencing in 1960, a sinking fun 
will be in operation calculate 
to retire 95% of the issue pric 
to maturity. 

Originally organized in 1912 <¢ 
Locomotive Superheater Co., th 
company adopted its preser 
name in 1953. The company 
one of the largest domestic manu 
facturers of large steam generat 
ing units. It is also one of th 
major domestic manufacturers ¢ 
chemical recovery equipment fc 
the pulp industry, of flash dryin 
and incineration systems, and ¢ 
certain types of fabricated prod 
ucts and steam locomotive equip 

























































































































































































































An issue Com 


ment. Sales for the year 195 
totaled $170,675,000 and net ir 
come was $7,361,000. Backle 


of orders on March 31, 195 
amounted to $156,300,000. 


Joins Dempsey-Tegeler 

(Special to Tue Financia Curonicie) 
ST. LOUIS, Mo. — Donald 1 
Clugston and Dwight E. Key a1 
now connected with Dempsey 
Tegeler & Co., 407 North Eight 
Street, members of the New Yor 

and Midwest Stock Exchanges. 



























































Lip 


ir 
cle 
95 


Vol. 























179 Number 5320. . 


Business Activity 


AMERICAN IRON AND STEEL INSTITUTE: 








Indicated steel operations (percent of capacity)..._.._.__ May 2 
Equivaient to— 

Steel ingots and castings (net tons) 3 -May 2 

AMERICAN PETROLEUM INSTITUTE: 

Crude oi] and condensate output—dally average (bbls. of 
60 teisetititennetowccncectkoucnah Apr. 17 

Crude. runs to stills—daily average (bbis.)_......._______- Apr. 17 

CR A arr eras emmentstns eoanineniitinapmedeanienmel Apr. 17 

EE A ES Apr. 17 

TS eee ee Apr. 17 

Residual dusi etl euteut Chis.) 0... ssi, Apr. 17 

Stocks at refineries, bulk terminalis, in transit, in pipe lines— 
Finished and unfinished-gasoline ‘bbis.) at_...._.___---- Apr. 17 
ES RE eee ay Apr. 17 
pS FE a eae Apr. 17 
SE SE eee eae Apr. 17 

ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars)......__.___-____ Apr. 17 
Revenue freight received from connections (no. of cars)_. Apr. 17 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING 

NEWS-RECORD: 

oO ne eC Apr. 22 
EE Apr. 22 
Se MET eS Apr. 22 

eee ee Apr. 22 
II > cccteadlictlbantnssindiniciineaiaidlantaiaianiniinattidindiaainin miedeenaneeeumaninintena Apr. 22 
COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (toms) _._.---......_______--- Apr. 17 
Pennsylvania anthracite (tons) -------------_--~~------- Apr. 17 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE 
SYSTEM—1941-49 AVERAGE — 100 _.__________-_-_-_- Apr. 17 
EDISON ELECTRIC INSTITUTE: 
Sestrie eutpes din G60 BWR.) ..........<.-.-..-------- __Apr. 24 
FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & 
incest neisinbiattheencin tetintinctamtistaninenin enticing: Apr. 22 
TRON AGE COMPOSITE PRICES: 

I SE EET eS: 

SE 

ey Ge Ee GE ciieedinncmnsinccondsenncess Apr. 2 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

EE OPO ee ee Te Te aE Apr. 21 

I EES eS 

REI ag OOO ee a — 

LTTE TTI ETL ccsenciscninines an 

i Se seteailitm eb chimnagnipebgianahinds _Apr. 21 

I nee __.Apr. 21 

MOODY’S BOND PRICES DAILY AVERAGES: 

I EEE Apr. 27 

ya cn cn ctalinemngndnctmgiitigeiieunapepas _Apr. 27 

RRR ech ie RES er A ee ee Spe FC, 

I a er a ee ee _Apr. 27 

eS ay eee camntmelety ae 

a aaa ll als cae ment en anenel Apr. 27 

PE-SEREED  soncccccneseseeenacsneconerse . -Apr. 27 

ee ee aS ee wate _Apr. 27 

NO SE ails vunnalhtt. 37 

MOODY'S BOND YIELD DAILY AVERAGES: 

U. 8. Government Bonds-_------~------------~---- --Apr. 27 

BPESNSS COTS onan co cnscnccensencos~<~- eas --Apr. 27 

Aaa -------------------------------------- --- ----Apr. 27 

Aa ------------------------------------- ocee ------Apr. 27 

A -.-------------------------------------- roe nnnn=-—-Ar, 27 

Baa Seer aS '|" — — . ~Apl 2% 

Railroad Group ---------------—-----------------------apr. 27 

EE --Apr. 27 

Industrials Group_-_---~-~---------------~---- --Apr. 27 

MOODY’S COMMODITY INDEX-_~_---~~_.~----~-------- -Apr. 27 
NATIONAL PAPERBOARD ASSOCIATION: 

Orders received (tons) -------------_---_--- a aoc Apr, 17 

OE ee poos Apr: 17 

Percentage of activity._......._.----.---- ~ Apr. 17 

Unfilled orders (tons) at end of period____.-- . Apr. 17 

OIL, PAINT AND pee 8 REPORTER PRICE INDEX - 

ee, eee : Apr. 23 

STOCK TRANSACTIONS ra ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK 

EXCHANGE — SECURLTIES EXCHANGE COMMISSION: 

Odd-lot sales by dealers (customers’ purchases) t— 

Number of shares__.-------------------- A 

eT —————— 

Odd-lot purchases by dealers (customers’ sales) + 
Number of shares—Total sales_._....------------------4Apr. 10 

Customers’ short sales..._..--~.-------------- .Apr. 10 
Guetemes? Gthet 0018B.ccn cen www n coon ee APF. 10 

pe Ee Apr. 10 

Round-lot sales by dealers— 

Number of shares—Total sales._....................=._sApr. 10 
Glnest. GO1C8 ono rr tt 8 «Apr. 10 
Ce LL Se Apr. 10 

Round-lot purchases by dealers— — 
umber 66 GRG006 ccc cdcipceseccnssesesenscoc---2---- Apr. 10 

TOTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS 

FOR ACCOUNT OF MEMBERS (SHARES): 

“Total Reound-lot sales— 

Ghett GGI8 ..conccncccecwancesessosseses Apr. 3 

Gther GOI8 ..<-ceccceewcescensensco-- _— Apr. 3 

Tete. s0868 qaqcncncteccccceaseecoscoccocess “ Apr. 3 
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- 

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS: 

Transactions of specialists in stocks in which registered 
Total -purchaces .........._......_-.-- oer Apr. 3 

GeG6 GRIGG oocwnccscacneessanseasessoc= ..Ap! 3 
GE ED dwccenequswecseenncasse=< .Apr. 3 

Tetel GRIGG enencccccecscnesennsseqsececocce- ahead Apr. 3 

Other transactions initiated on the floor— 

Total PUFENGSS ..<2.22cenencqnen<-us—- Apr. 3 
Gest GES ..cccececenewaseccecoce--- Apr. 3 
JT Gg... eee Apr. 3 

WeeRs GES eqeecenqeneswengnecssos= —_— mae. @ 

Other transactions initiated off the floor— 

Tetal SUsGRGSNS ....ccecceesce==--.---- - ee. 2 
Gest SIGS8. antoowccacanesanseucsonce=- aa, 3 
OO Apr. -3 

OO eeeE—————————@Qxo«ma=e-  -* _Apr. 3 

Total reund-lot tramsactions for account of members— 

es purchases _......_....-... a meee. 2 
Gest 20086 << ete tiebebsews——~ = Apr. 3 
Ce ee on cenhetagaer. 3 

eT ee Apr. 3 

PRICES, NEW SERIES — U. 5S. DEPT. OF 

LABOR — (1947-49 = 100): 

Commodity Group— 
EE 
OO eee os _Apr 20 
a Apr. 20 
Meats -. —— Apr. 20 
All commodities ‘other than farm and foods- Apr. 20 


*Revised 
as of Jan. 1 
tNumber 


figure. {Includes 527,000 barrels ef foreig: 
1954, as against the Jan. 1, 1953. basis -of 
of orders not reported since introduction of 








cru e run 
117,547,470 
Monthly Investment 
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indications of Current 


Latest 
Weex 
§55.4 


$1,632,000 


6,589,950 
16,915,000 


178,923,000 
17,527,000 
57,034,000 
43,265,000 


612,884 
572,808 


$247,952,000 
152,653,000 
95,299,000 
75,933,000 
19,366,000 


6,690,000 
479,000 


118 


8,257,000 


29.700c 
29.625c 
95.250c 
14.000c 
13.800c 
10.250c 


100.45 
110.70 
115.63 
112.93 
110.34 
104.66 
109.42 
110.70 
112.19 


orn fe OtOr Ss 


2 WWWWWWNHWH 
So OWODWUR AW 


cS 


109.50 


999,957 
$45,365,898 


~ 


,005,027 
6,306 
998,721 
$42,782,365 
316,220 
316,220 


316,910 


10,772 
11,228,830 


~ 


158,290 
249,650 
396,940 

, 146,590 


~ 


395,790 
30.600 
342.550 
373,150 


371,820 

33,850 
520 598 
554 446 


i 


-925,910 
314,100 
1.760.088 


074,188 


to 


111 
101.1 
105.6 
95.8 
114.6 


The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that dates 


Previous 
Week 
*68.6 


*1,636,000 


6,567,550 
6,759,000 
22,898,000 
2,369,000 
9,399,000 
8,451,000 


172,729,000 
17,269,000 
57,772,000 
43,833,000 


606,790 
581,291 


$306,562,000 
192,333,000 
114,229,000 
92,817,000 
21,412,000 


6,660,000 
501,000 


113 


8,345,000 


198 


29.700c 
29.550c 
97.500c 
14.000c 
13.800c 
10.250c 


100.33 
110.88 
116.02 
113.12 
110.34 
104.66 
109.60 
110 88 
112.37 


-! 


It POW bO 


pat ime ihe bm > OS ee 
ov 


ho © 
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- 
Hm WWWWE 
So 
c 


ce th to 
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to wnt 
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109.16 


980.698 
$39,653,869 


1,001,471 
9,234 
992,237 
$42,527,514 


309,150 
309,150 


316,560 


5,520 
72.880 
9,588,400 


1,055,270 
156,820 
959.280 
,100 


_ 
~ 
~ 
- 
~ 


3,730 


100.3 
105.2 

93.9 
114.5 


§Based on new annual 


tons 


Plan 


capacity of 


Month 
Ago 
69.1 


1,648,000 


6,461,150 
7,013,000 
23,460,000 
2,365,000 
10,758,000 
8,399,000 


179,399,000 
18,050,000 
63,341,000 
44,507,000 


609,959 
590,590 


$283,564,000 
163,272,000 
120,292,000 
99,031,000 
21,261,000 


6,750,000 
510,000 


95 
8,572,000 
277 


4.634c 
$56.59 
$24.17 


29.675c 
29.125c 
94.500c 
13.000c 
12.800c 

9.750c 


100.05 
110.88 
116.02 
113.12 
110.34 
104.48 
109.42 
110.70 
112.56 


- 
— 


+> 
So vito 


IS Du 


Ww wo 


OK NeBK ODS 


WwW WWWWWWNW > 


as 


ww a) 
-~) ~~ 
vu ue 
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wero 
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905,313 
$40,655,258 


977,923 
7,792 
970,131 
$41,514,314 
332,440 
332,440 


550 


10 
10,53 


300 


424,290 
113 
7,590 


1,075,860 

215,930 
4,860 
0,790 


373,000 

22,500 
346,900 
369,400 


7.126 
41,000 
7.675 


418.675 
05,986 

79,430 
ore 

86 


~ 
omer 


110.8 
99.6 
104.8 
92.4 
114.4 


Year 
Ago 
100.3 


2,262,000 


6,280,500 
6,686,000 
22,331,000 
2,524,000 
9,492,000 
8,701,000 


156,663,000 
19,285,000 
61,474,000 
39,855,000 


751,628 
655,887 


$287,981,000 
169,303,000 
118,678,000 
92,980,000 
25,698,000 


BUSINESS INVENTORIES — DEPT. OF COM- 
MERCE NEW SERIES—Month of February 
(millions of dollars): 

Manufacturing 
Wholesale _____ 
Retail __... 


TEEN sihtetenad tice mmeaie ee 
COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of March 31 (000's omitted )__ 


DEPARTMENT STORE SALES—SECOND FFD- 
ERAL RESERVE DISTRICT, FEDERAL 
RESERVE BANK OF N. Y. — 1947-1949 





Sales (average monthly), 
Sales (average daily), 
Sales (average daily), 
Stocks, unadjusted 

Stocks, seasonally adjusted 


unadjusted __ 
unadjusted_ 
seasonally adjusted. 


GAS APPLIANCE MANUFACTURERS. ASSOCIA- 
TION—Month of March: 
Automatic gas water heater shipments (units) 
Domestic gas range shipments (units) 


LIFE INSURANCE—BENEFIT PAYMENTS TO 


8.701.000 POLICYHOLDERS — INSTITUTE OF LIFE 
439.000 INSURANCE—Month of February: 
Death benefits ‘ 
Matured endowments 
105 Disability payments 
Annuity payments PT et 
, Surrender values a. - 
8,016,000} policy dividends sn pe 
159 Total - a 
4.376¢ LIFE INSURANCE PURCHASES — INSTITUTE 
$55.26 OF LIFE INSURANCE — Month of Feb. 
re} (000's omitted) 
$41.00 Ordinary 
Industrial . 
Group 
29.700c 
33.625c Total ‘ 
94.500c 
12.000c | MANUFACTURERS’ INVENTORIES & SALES 
11.800c (DEPT. OF COMMERCE) NEW SERIES— 
11.000c Month of February (millions of dollars): 
Inventories— 
ao ac Durables 
akan Nondurabies 
108.16 
106.74 _, Fotal 
104.66 | Sales 
100. 
a METAL OUTPUT (BUREAU OF MINES)— 
104.48 Month of February 
107.62 Mine production of recoverable metals in the 
7 United States and Alaska 
Gold (in fine ounces) 
3.02 Sliver (in fine ounces) 
3.45 Zinc (in short tons} 
3.27 
3.35 | MONEY IN CIRCULATION—TREASURY DEPT. 
3.4% —As of Feb. 26 (000's omitted) 
3.68 
3.55 | PERSONAL INCOME IN THE UNITED STATES 
3.48 (DEPARTMENT OF COMMERCE)—Month 
3.30 of February (‘in bilions) 
422.: Total personal income ‘ 
— Wage and salary, receipts, total 
Total employer disbursements 
223,515 Commodity producing industries 
255,496 Distributing industries 
96 Service industries 
523,178 Government! 
Less employee contribution for socal in- 
106.64 surance 
Other labor income 
Proprietors and rental income 
Persona] interest income and dividends 
Total transfer payments 
1,109,442 Total nonagricultural income 
$42,645,270 | pRICES RECEIVED BY FARMERS — INDEX 
1.021.50¢ NUMBER — U. S. DEPT. OF AGRICUL- 
ee TURE — September, 1909-July, 1951 100 
9670 —As of Feb. 15 
1,011,636 ~) tamale sate 
$38,154,956 | Unadjusted 
4 . All farm products 
904 ¢ Crops 
294,980 Food grain 
aaa < Feed grain and hay 
294,580 Tobacco 
aa Cotton 
364,500 Fruit 
Truck crop 
Oil-bearing crops 
Livestock and products 
ean Meat animal 
eng Dairy products 
10,070,000 Poultry ege 
10,375,510 
REAL ESTATE FINANCING IN NONFARM 
AREAS OF U. 8S. — HOME LOAN -BANK 
BOARD—Month of Feb. (000's omtted) 
1,201,050 Savings and loan associations 
131.920 Insurance companie 
978.440 Bank and trust companie 
1,110,360 Mutual savings bank 
Individual 
349.700 Miscellaneous lending institutions 
25,100 7 
333,200 Total - 
358,300 . _ 
SELECTED INCOME ITEMS OF U. 8. CLASS I 
329,240 RYS. (Interstate Commerce Commission)— 
35,040 Month of December 
337.700 Net railway operating income 
372,740 Other income 
Total income 
1,879,990 Miscellaneous deductons from income 
192,060 Income available for fixed charge 
1,643,340 Income after fixed charges 
1,841,400 Other deductions 
Net income 
Depreciation :way & structure & equipment) 
Pederal income taxes 
109.7 Dividend appropriations 
98 6 On common stock 
104.3 On preferred stock 
911 Ratio of income to fixed charge 
113.2 


124,330,410 tons 


WINTER WHEAT AND BRYE—U. S. DEPT. OF 
AGRICULTURE —As 
Winter wheat 
Rye 


of April 1, 1953 
-Production +000's omitted ) 
EEE cecascnnesoaneseeneasananese 























Latest Previous ‘Year 
Month Month Ago 
$46,069 *$46,388 $44,581 
11,850 *11,783 11,405 
22,421 *22,521 21,707 
$30,340 *$80,692 $77,693 
$720,000 $701,000 $507,000 
90 75 95 
85 83 33 
99 102 *102 
116 104 117 
111 107 112 
188,900 *175,000 203,000 
177,800 146,600 208,200 
$163,906,000 $172,796,000 $158,593,000 
40,856,000 50,744,000 37,059,000 
8,573,000 10,242,000 8,362,000 
35,062,000 49,115,000 32,946,000 
62,825,000 65,474,000 49,000,000 
63,686,000 89,160,000 57,783,000 
$374,908,000 $437,531,000 $343,743,000 
$1,810,000 $1,712,000 $1,713,000 
537,000 432,000 534,000 
437,000 450,000 427,000 
$2,784,000 $2,594,000 $2,674,000 
$26,132 *$26,526 $24,760 
19,937 *19,862 19,621 
$46. 069 *$46,388 $44,581 
23,643 *23,864 24,724 
131,887 139,000 130,632 
2,913,633 2,944,074 2,948,720 
37,232 38,852 49,506 
$29,904,000 $29,981,000 $29,793,000 
$282.9 *$283.7 $281.0 
194.7 *195.7 194.6 
190.2 *191.2 190.9 
84.7 *85.4 838.0 
52.5 *52.6 50.6 
24.1 *24.1 22.8 
33.4 *33.6 33.2 
4.8 *4.8 3.9 
5.1 5.1 5.1 
49.8 50.0 50.2 
23.1 *23.0 21.7 
15.0 *14.7 13.3 
265.8 *266.4 263.3 
258 259 264 
237 240 249 
236 233 241 
208 207 214 
443 420 424 
258 254 256 
210 222 203 
233 271 275 
269 268 7 
277 277 277 
315 309 305 
267 274 284 
208 213 206 
$517,138 $467,219 $503,119 
104,813 107,717 109,638 
74,350 262,978 268,935 
84,553 84,815 84,268 
208 470 211,986 206,550 
235,869 237,527 218,693 
$1,425,193 $1,372,242 $1,391,203 
$77,917,054 $78,526,182  $109,452,508 
65,218 964 21,088,581 66,718,101 
143,136,018 99,614,763 176,170,609 
18,953,360 4,089,491 6,369,533 
124,162,658 95,525,272 169,801,076 
69,659,644 61,863,458 136,250,846 
17,551,304 2,903,355 16,965,588 
72,108,340 58,960,103 119,285,258 
43,490,236 43,002,520 41,978,268 
Cr28,699,075 24,440,232 44,979,499 
58,454 911 61,296,222 28,055,769 
5,360,831 7,456,710 6,171,794 
3.60 2.84 5.06 
677,981 éilijeninn 677,511 
$2% ee 82% 


(1919) 39 








40 (1920) 
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Raising Our Economic Sights 


plan to do—even what we say we 
plan to do—are forces that shape 
ihe destiny of mankind. It is hard 
for us to realize that we no longer 
have a choice as to whether or not 
we are going to lead the free 
world in its struggle against Com- 
munist aggression. It is hard for 
us to realize that we no longer 
have the choice of waiting until 
an enemy has made its first hos- 
file gesture in our direction before 
me mobilize our defenses. It is a 
Jong time since either you or I 
theard anyone debate the pros and 
cons of maintaining a standing 
snilitary force in time of peace. 
5t is hardly likely that any of us 
in this room will live to see the 
time when it is not necessary to 
snaintain at all times an army, a 
®avy, an air force, and all the in- 
credibly complex and expensive 
industrial facilities that back up 
@ modern military organization. 
If we live in an age when pow- 
erful forces threaten the very ex- 
aistence of freedom and require 
wigilant nations to remain strongly 
armed, we also live in an age of 
»unlimited opportunity for con- 
structive international leadership 
in the arts of peace. Noone nation 
thas ever produced so many of the 
goods and the techniques needed 
by the others. If we have built 
weapons of unbelivable destruc- 
five power, we have also built 
machines and developed processes 
which can bring health and well- 
being to many parts of the world, 
and which can serve as the most 
potent weapon of all in winning 
and keeping loyalties of nations. 


Our Faith in the Future 

So far, in talking about ways in 
which our age is different from 
other ages in history, I have men- 
tioned our ability to create more 
and more things—to produce the 
dangible elements of modern civil- 
fzation and safeguard it against 
attack. But I think one of the 
most important characteristics of 
our time is a priceless intangible. 
It is our faith in the future—our 
belief—which we take for granted 
—that the dreams of today are 
only a rough sketch of the reali- 
dies of tomorrow. 

As a concrete illustration of 
Ahis faith in operation, consider 
the reactions of businessmen to 
the period of economic adjust- 
ment that we have experienced in 
the past few months. There was 
a time when the amount of bear- 
ish talk we have heard in recent 
months would have been enough 
to send the economy into a tail- 
spin. All bets about the future 
would have been called off. Plans 
for business expansion would have 
een canceled. But what do we 
actually find today? Business is 
confident. It is looking beyond 
ahe adjustments of the present to 
Jong-range prosperity. Total busi- 
mess investment in plant and 
equipment in 1954 is scheduled to 
run well over $27 billion—which 
fis only a shade below last year’s 
record-breaking total. And ac- 
cording to a recent survey by 
McGraw-Hill, investment by man- 
«facturers in plant and equipment 
dis expected to reach or rise above 
the 1953 level. Business is laying 
dts dollars on the line in full con- 
fidence that the underlying trend 
of the economy is up. 

It is not only the businessman 
who has voted his confidence in 
She future. People in general have 
gefused to be panicked. They are 
spending nearly as much for 
#oods and services as they did at 
the peak of the boom last year. In 
most parts of the country, invest- 
ment in homes promises to be al- 
most as great in 1954 as it was in 
1953. In this State, and especially 
fin this Los Angeles area, I am 
told that the construction boom 
fs going strong with no end in 
sight. 

Why do the American people 
act with such assurance about the 





future? Why do they refuse to let 
anyone sell them on the idea that 
good times are over and bad times 
are on the way? I believe it is 
because they know that the prog- 
ress of the past can be a prepara- 
tion for a more rewarding future. 
They know that what we have 
already accomplished has created 
a vast range of new needs—and 
as far ahead as amy of us can see, 
we are going to be busy filling 
those needs. Far from having 
come to the end of a period of 
growth and expansion, we have 
only started to realize the poten- 
tialities of our economic strength. 
We have only begun to explore 
the possibilities of the good life in 
America. 


Spread Out of Metropolitan Areas 


All of you know from your ex- 
perience in this Los Angeles area 
how progress has encouraged you 
constantly to raise your estimates 
of your needs. In five decades 
your population has been multi- 
plied nearly 27 times. No other 
city in America can show a 
growth approaching this record. 
This growth would not have been 
possible if you had not provided 
for it by constantly raising your 
sights in order to hit more distant 
targets. 

People in all parts of the coun- 
try have watched the phenomenal 
growth of this community. They 
have watched you spread out into 
a metropolitan area surpassing in 
square mileage that of any other 
major American city — an area 
very nearly the size of the entire 
state of Connecticut. 

In your process of growing you 
have contributed in a large way 
to the creation of a new pattern 
of living. Here, as in other great 
metropolitan areas of the United 
States, the suburbs have been 
growing faster than the central 
city. The population of Greater 
Los Angeles as a whole is now 
well over twice the population of 
the city proper. The modern trend 
toward suburban living, a trend 
which is particularly pronounced 
in this part of the country, is one 
of the most exciting phenomena 
in the history of civilization. What 
it means is that we in America 
have found a way to live in the 
open countryside or in a small 
town and also profit from the 
business and professional oppor- 
tunities and enjoy the conven- 
iences and the infinite variety of 
products and activities to be found 
in a big city. It is our way of 
having our cake and eating it too. 

Along with the development of 
this dual pattern of living we 
have created a whole series of 
new opportunities and new needs. 


Los Angeles has made large in- 
vestments to build dams and 
throw mammoth pipes over 
mountains and deserts to provide 
sufficient water for its expanded 
community. This matter of water 
supply is a famillar problem 
which is facing many cities in our 
country. And there are other 
similar needs, which may require 
sizable investments. 

Many metropolitan areas are 
years behind in building the ex- 
panding spiderweb of water and 
sewer mains to serve the suburbs. 
The problem of building and 
staffing adequate schools is a 
coast-to-coast challenge. Roads, 
streets and sidewalks, playgrounds 
and swimming pools and com- 
munity centers — these and many 
other needs must be met. And 
meeting these needs is not just a 
matter of drawing blueprints, as- 
Sessing taxes, and finding con- 
tractors. If often involves tough 
decisions on planning and zoning, 
decisions on what should be built 
first and how a community’s 
projects should be financed. These 
are problems for alert and active 
citizens to solve through study, 
discussion and cooperative action. 
This is the kind of activity that 
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can provide satisfaction to indi- 
vidual Americans who want to 
take a hand personally in building 
a great new civilization. 

In the excitement we share in 
seeing our cities expand in great 
arcs into the surrounding country- 
side, we have not forgotten the 
health of the central city. It is the 
city, after all, that usually gives 
the suburb a reason for being. One 
of the most important develop- 
ments of recent years is the re- 
discovery of the value of the 
central city. People are finding 
out that no matter how many 
supermarkets and shops they have 
in the suburbs, or how enthusi- 
astic a suburban community may 
be in supporting cultural activi- 
ties, there is no substitute for the 
great variety of stores, the medi- 
cal clinics, the wide range of pro- 
fessional and business services, the 
metropolitan libraries, the sym- 
phony orchestras, the museums 
and the theatres of a large city. 
People are also beginning to 
realize that these advantages can- 
not be preserved automatically. 
The continued health and pros- 
perity of any great city requires 
constant attention and care—and 
once in a while a major operation. 


Building Expressways 


In bringing about the balanced, 
healthy growth of a city and its 
suburbs, adequate transportation 
is vital. Los Angeles has clearly 
recognized this. What you have 
accomplished — as well as what 
you aim to accomplish in this 
respect—has inspired other great 
cities to do likewise. The express- 
ways built here and those now 
being built in Pittsburgh and De- 
troit, to mention only three strik- 
ing examples, are among the most 
fascinating structures of our time. 
For all of the American people 
they hold out a real promise of a 
better and safer way of city living. 

Building expressways—or free- 
ways, as you call them here.—is 
only part of the great task of road 
building that lies before us. The 
nation’s system of roads and high- 
ways is sadly out of date. Bring- 
ing it up to date—making it safer 
and more efficient—is a task that 
will require at least 15 years to 
accomplish even if we spend a 
minimum of $7 billion a year to 
do the job. 

Seven billion dollars a 
sounds like a lot of money. 
a lot of money. But when 
break that sum down into the 
amounts required for your own 
local programs, and then find out 
how little it costs you as an in- 
dividual driver in California to 
pay for the world’s best system 
of roads and highways—the whole 
matter takes on a different look. 

In the postwar era of highway 
planning and building, California 
was the first state in the union 
to draw up a comprehensive, long- 
range, state-wide highway pro- 
gram. This program calls for the 
construction of over 12,000 miles 
of new and rebuilt roads in the 
next 15 years, at a cost of nearly 
$3%2 billion. This is what I call 
investing in America’s future— 
and doing it in the grand style. 

What is just as interesting as 
the breath-taking scope and over- 
all dollar cost of this investment 
is the fact that it is going to be 
paid off by user taxes, and at an 
average cost of about $1 per 
month per motorist. California 
seems to have found a way to 
buy one very important ingredient 
of modern civilization at bargain 
rates. This is a fine example of 
the great benefits to be obtained 
from cooperative, forward-looking 
thought and action by the people 
of a community. 


Americans know a good buy 
when they see one. They know 
that investing in good roads is one 
of the surest ways of helping 
themselves. Better roads open up 
new opportunities for agriculture 
and industry. They enable people 
to stretch out their horizons. They 
bring all parts of this country 
within easy reach. They make 
driving safer and more pleasant. 
They prepare the nation to mobil- 


year 
It is 
you 





ize quickly in time of emergency 
—and to disperse key industrial 
instalations more easily as a 
deterrent to enemy attack. 
Yesterday President Eisenhower 
signed a highway bill which ap- 
propriates an amount far greater 
than that provided by any pre- 
vious Federal highway legislation. 
This legislation is a step forward. 
It will give state and local com- 
munities an added incentive for 
pushing ahead with their own 
modern highway programs. But it 
is well to remember that impor- 
tant as Federal leadership is in 
the building of better highways, 
the main responsibility for plan- 
ning and executing highways pro- 
grams is a local responsibilty. 
People in all parts of the country 
have begun to understand the 
dimensions of their need and the 





nation’s need for better roads— 
and as Californians know so well, 
people will support a very ame 
bitious highway program if they 
know it is soundly conceived. 

I have spoken today of a few 
of the needs and opportunities of 
present-day America—a few of 
the innumerable ways in which 
we can build an ever greater and 
finer civilization. The only real 
limitation on our future is the 
size and scope of our ideas, and 
the strength of our will to carry 
out those ideas. We have the 
talents, the resources, the knowl- 
edge, the techniques to make of 
this country what we determine 
to make of it. The size of the in- 
vestment in America’s future wil 
depend upon how high we the 
people of America decide to set 
our sights. 
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Germany—Then and Now 


time any tendencies to depression 
which may spread from the United 
States. Thanks to these _ solid 
and firm conditions, the dislike 
of any “radical” line of politics 
is probably as great now in West- 
ern Germany as ever before. This 
was confirmed by the 1953 elec- 
tion to the Bundestag (Lower 
House), on the 4th March, 1954. 


The Stimulant of Foreign Aid 

Thus the ground work for that 
great fillip of foreign aid has been 
laid, and the apparent miracle of 
West German recovery has fol- 
lowed. Production in the Federal 
Republic, which in 1948 was less 
than two-thirds of the 1936 aver- 
age, had risen in 1950 by roughly 
14%, and in the following years 
by 36% above the prewar level. In 
1952 it was 45% higher than be- 
fore the war. 

Such a great and rapid expan- 
sion, giving employment to three 
million more workers than were 
employed in West Germany be- 
fore the war, was contingent on 
correspondingly large imports. 

In 1947, the year before the cur- 
rency reform, total imports into 
West Germany amounted to bare- 
ly $850 million, while the small 
trickle of exports hardly exceeded 
$300 million. As early as 1948, the 
year in which American supplies 
reached their highest level, it was 
possible to double the value of 
imports as well as exports, the 
latter jumping to almost 4342% in 
1951. A further increase is ex- 
pected, necessary to offset the 
disappearance of the former 
trade between West and East Ger- 
many, which once amounted to a 
billion dollars in each direction. 


Worrisome Factors F 


But along with the justified 
optimism, it must be realized that 
there are some flies-in-the-ointe 
ment. 

Despite the large-scale moderne 
ization investments, more than 
30% of all machine tools in West 
German industrial establishments 
are over 20 years old and theree 
fore are in urgent need of ree 
placement. 

The country still has no capita} 
market. 

Foreign trade is not yet defi- 
nitely stabilized on a sufficiently 
high level. West Germany’s share 
in world trade is even now scarce< 
ly half of what it was in the pree 
war years. And her exports, as 
those to South America, are highly 
vulnerable to possible depression 
hitting those customers. 

Imports, likewise, are only 57% 
of prewar. And there are the dis- 
proportionately high imports fron# 
the dollar area related to exports 
there, resulttng in an adverse 
balance, and a dollar gap. , 

i P # ' 

But the break with the earlier 
period undoubtedly is complete, 
enabling the Germans now to 
compete freely in the reconstruc- 
tion of a competitive economy 
able to stand on its own feet with- 
out foreign subsidy. Although 
Germany's trees may not grow to 
reach the sky, she should in this 
era at the least be meeting her 
obligations. i 


s 


The author gratefully acknowle- 
edges the cooperation generously 
rendered by Managing Director? 
Heinzelmann and Economist Stut- 
zel in checking the foregoing 
facts, particularly those pertaining 
to the “Dawes period.” 
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SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association of New York, Inc. 


(STANY) 


Bowling League standing as of April 22, 1954 is as follows: 


Team: Points: 
Burian (Capt.), Gavin, Clemence, Montanye, Whiting... 41 
Donadio (Capt.), Craig, Gronick, Bies, Demaye___._____- 40 
Leone (Capt.), Nieman, Gannon, Tisch, Greenberg____-__- 3914 
Manson (Capt.), Jacobs, Topol, Weissman, H. Frankel__._. 37% 
Klein (Capt.), Fredericks, Murphy, Weseman, Mewing-_---_- 37 
Serlen (Capt.), Rogers, Gold, Krumholz, Gersten________ 3615 
Kaiser (Capt.), Hunt, Werkmeister, Swenson, Ghegan_-_-_-_-_- 3414 
Krisam (Capt.), Pollack, Cohen, Smith, Strauss, Define_._.. 30 
Bean (Capt.), Bass, Valentine, Eiger, Bradley_____________ 29 
Growney (Capt.), Corby, Siegel, Voccolli, Lienhardt_______ 2514 
Mever (Capt.), M. Meyer, Frankel, Wechsler, King______- 2014 
Hunter (Capt.), Brown, Alexander, Farrell, Barker... _-_- 19 

200 Point Club = ‘ 
oe SED atinennsndoc 231 5 Point Club 1 § 
 ¢ RSE 213 el 
Walt Bradley .....-..-- 202 Art Burian a 
SNe Se aditiacmbeneenun 200 | ¢ ji: , 
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Acme Industries, Inc., Jackson, Mich. (5/3) 
April 12 filed 50,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—For 
general corporate purposes. Underwriter — Baker, Si- 
monds & Co., Detroit, Mich. 

Allis-Chaimers Mfg. Co. (5/12) 

April 16 filed 350,000 shares of cumulative convertible 
preferred stock (par $100, expected to carry a dividend 
rate between 354% and 44%). Price—To be supplied 
by amendment. Preceeds—From sale of stock, together 
with proceeds from sale of $24,000,000 of 354% notes 
to insurance firms, to repay bank loans. Underwriter— 
Blyth & Co., Inc., New York and San Francisco. 


American Coffee-Matic Corp., N. Y. 
March 22 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—For working capital, etc. Office—20 Broad St., New 
York, N. Y. Underwriter—Mid-West Securities, 164 Con- 
gress St., Brooklyn, N. Y. 


American Transportation Insurance Co., 
Kansas City, Mo. 
March 17 filed 20,000 shares of capital stock (par $100). 
Price—$150 per share. Proceeds — To increase capital 
and surplus. Underwriter—None. 


% Applied Research Laboratories, Glendale, Calif. 
April 22 (letter of notification) 10,954 shares of capital 
stock (par $1) and 73 shares of class B stock (par $1), 
to be offered pursuant to stock options. Price—$8.55 
per share. Proceeds—For working capital. Office— 
3717 Park Place, Glendale, Calif. Underwriter—None. 


% Arcturus Electronics, Inc. 

April 22 (letter of notification) 125,000 shares of class 
A common stock (par one cent). Price—At market. The 
underwriter has agreed to purchase these shares at 15 
cents per share. Proceeds— To Delbert E. Replogle, 


The Commercial and Financial Chronicle 


Securities Now in Registration - 


President. 
York. 


* Atriminas, Inc., Reno, Nev. 

April 26 (letter of notification) 55,700 shares of common 
stock (par 25 cents) and 55,700 shares of preferred 
stock (par 75 cents) to be offered in units of one share 
of each class of stock. Price—$1l per unit. Proceeds— 
For equipment and working capital. Office—205 N. Vir- 
ginia St., Reno, Nev. Underwriter—None. The above 
shares have already been sold. This is an offer of 
rescission. 


*% Auto-Bye Co., Los Angeles, Calif. 

April 20 (letter of notification) 30,000 shares of common 
stock. Price—At par ($10 per share). Office—2155 E. 
Seventh Street, Los Angeles, Calif. Underwriter—None. 


* Barber’s Super Markets, Inc., 

Albuquerque, N. Mex. 
April 22 (letter of notification) 6,007 shares of common 
stock to be offered for subscription by stockholders. 
Price—At par ($10 per share). Proceeds—For expansion. 
Office—315 Fourth Street, S. W., Albuquerque, N. Mex. 
Underwriter—None. 


Basin Natural Gas Corp., Santa Fe, N. M. 

Dec. 23 (letter of notification) 748,000 shares of common 
stock (par five cents). Price—40 cents per share. Pro- 
ceeds—To acquire properties and leases. Office — Blatt 
Bldg., Santa Fe, N. M. Underwriter—Hunter Securities 
Corp., New York. 

® Big Horn-Powder River Corp. 

April 2 (letter of notification) 280,000 shares of com- 
men stock (par 10 cents) being offered to stockholders 
of record March 31, 1954, on a basis of one new share 
for each 20 shares held; rights to expire on April 30. 
Price—60 cents per share. Proceeds—To retire debt and 


for working capital. Office—930-17th St., Denver, Colo. 
Underwriter—None. 


Underwriter—Gearhart & Otis, Inc., New 





——-- - 


April 29 (Thursday) 


Southern Pacific Co... .-- Equip, Trust Ctfs. 
. . _‘Bids noon EDT) $7,905,000 


—— tf. _* 
© 


o<° SS) Sihpeit 20 (Friday) 


Standard Urantwina@erp. a ili aab capa iad Common 
(Gearhart 4 Otis, Inc; @hd Crerie & Co.) $1,787,500 


Texas State Oil & Gas Co.______________Common 
(L. D. Sherman & Co.' $299,500 
May 1 (Saturday) 

North Pittsburgh Telephone Co._. _.Common 
(Olfering to stockholders—no underwriting) $50.000 
May 3 (Monday) 
ene Testes, “Tht... ok sco we os _..Common 
(Baker, Simonds & Co.) 50,000 shares 
Delaware Power & Light Co.___.__.~ -____-_ Bonds 
(Bids 11:30 a.m. EDT) $10,000,000 
Light Metals Refining Corp.........__-_- Common 
(Philip Gordon & Co., Inc.) $5,000,000 
North American Uranium & Oil Corp.__-- Common 
(Israel & Co.) $1,500,000 
Republic Aviation Corp._._._.______.._._... Common 
(Smith, Barney & Co.) 30,000 shares 

May 4 (Tuesday) ° 
Cleveland Electric Illummating Co....-.._ _ Bonds 
(Bids noon EDT) $20,000,000 
Devon-Leduc Oils Ltd.____.______-_ satiated Bonds 
(McLaughlin. Reuss & Co.) $2,000,000 
il a a RN Ae OR Bonds 
(Bids 11 a.m. EDT) $6,000,000 
pS, ee _.Preferred 
(Bids 11 a.m. EDT) $6.000.000 
Southern Counties Gas Co. of Calif.______- _Bonds 
(Bids 8:30 PDT) $15,000,000 
Wisconsin Electric Power Co.______________ Bends 


(Bids 11 a.m. EDT) $20,000,000 


May 5S (Wednesday) 


New Jersey Bell Telephone Co.__ ____- Debentures 
(Bids 11 a.m. EDT) $25,000,000 
Niagara Mohawk Power Corp.-.-.--_-. Preferred 
(‘Harriman Ripley & Co. Inc.) $21,000,000 


May 7 (Friday) 





Twin Arrow Petroleum Corp.. , Class A 
General Investing Corp.) $300,000 
Shawano Development Corp. Common 
(McGrath Securities Corp.) $249,000 
May 10 (Monday) 

Electronic Associates, Inc..._______. _.Commen 
(Offering to steckholders—no underwriting) $138,750 
Inter-Canadian Corp. _---- Common 
(White, Weld & Co.) $2,500,000 
lowa Public Service Co. Bonds 


(Bids 11 a.m. EDT) $7,500,000 
Kansas-Nebraska Natural Gas Co., Inc. 


Preferred & Common 
Trust Co. of Lincoln, Neb. and Cruttenden 
$1,000,000 pfd. and 85,909 shs. of common 


May 11 (Tuesday) 
Consolidated Edison Co. of New York, Inc... Bends 
(Bids 11 a.m. EDT) $50,000,000 

Northern Natural Gas Co.. 


(Blyth & Co In 


(The First 
& Co.) 


Debentures 
» $40,000.000 


May 12 (Wednesday) 


AHllis-Chalmers Mfg. Co.___--- LUdieh ved Preferred 
‘Blyth & Co., Inc.) $35,000,000 
General Public Utilities Corp........-_- Common 


(Offering to stockholders—Merrill .Lynch, Pierce, 
Fenner & Beane may act as clearing agent) 
606,423 shares 


Keystone Portland Cement Co._____._....Common 
} (Shields & Co.) 330,296 shares 
peemtanea FPOwer OR isda dcdbsscisdawe Debentures 


(Bids 11 a.m. EDT) $18,000,000 


May 14 (Friday) 


First Nat’l Bank of Toms River, N. J...-- Common 
(Offering to stockholders) $150,000 


May 17 (Monday) 


Virginia Electric & Power Co.__..--...---- Bonds 
(Bids noon EDT) $25,000,000 


May 18 (Tuesday) 
Missouri Public Service Co..__.___....._Preferred 
(Kidder, Peoboty & Co.) $5,000,000 


Northern Ohio Telephone Co.__---__----- Common 
(Offering to stockholders—may be underwritten By Hayden, 
Miller & Co. and Lawrence Cook & Co.) 117,500 shares 


Pacific Gas & Electric Co.._______________._ Bonds 
(Bids to be invited) $65,000,000 
State Loan & Finance Corp. Debentures 


(John.ton, Lemon & Co. and Union Securities Corp.) $8,000,000 


May 19 (Wednesday ) 
California Electric Power Co._- Preferred 
(Merrill Lynch, Pierce, Fenner & Beane) $5,250,000 


New York State Electric & Gas Corp.-_-_---- Bonds 
(Bids to be invited) $20,000,000 


Public Service Electric & Gas Co. Preferred 
(Morgan Stantey & Co., Drexel & Co. and Glore, Forgan & Co.) 
$24,994,200 
May 20 (Thursday) 

Automatic Canteen Co. of America___...Common 
(Oifering to stockholders—-underwritten by Glore, Forgan & Co.) 
77.706 shares 
Transportation Development Corp. Common 
(L. H. Rothchild & Co.) $600,000 
May 25 (Tuesday) 

California Electric Power Co.____---- ______ Bonds 
(Bids to be invited) $8,000,000 
Consolidated Natural Gas Co.___------- Debentures 


(Bids 11:30 a.m, EDT) $25,000,000 
May 26 (Wednesday ) 
Public Service Electric & Gas Co..._Bonds & Pfd. 
(Bids to be invited) $50,000,000 


June 7 (Monday) 


Consumers Power Co. ae Bonds 
(Bids to be invited) $25,000,000 
June 8 (Tuesday) 
Southwestern Gas & Electric Co. Bonds 
‘Bid to be invited! $10,000,000 
June 22 (Tuesday) 
Bonds 


Gulf Power Co. 
‘Bids t nvited $10,000,000 
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* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE ~ 
® ITEMS REVISED 


* British Industries Corp. 
April 23 (letter of notification) 3,750 shares of capital 
stock. Price—At market ($2 net to seller). Proceeds— 
To Kay L. Rockey, the selling stockholder. Underwriter 
—Stubner & Co., New York. 


% Budget Funding Corp. (Del.) 

April 20 (letter of notification) 149,850 shares of 7% 
cumulative preferred stock. Price—At par ($2 per share). 
Proceeds—For working capital. Office—167-10 Hill- 
side Avenue, Jamaica, L. 1., N. Y. Underwriter—Inter- 
City Securities Corp., Jamaica, L. I., N. Y. 

% California Electric Power Co. (5/19) 

April 22. filed 105,000 shares of cumulative preferred. 
stock (par $50). Price—To be supplied by amendment. 
Proceeds — To redeem two issues of $2.50 preferred 
stock (par $50), totaling 88,800 shares, and, together 
with proceeds from proposed issue of $8,000,000 of new 
first mortgage bonds, to redeem $8,000,000 3%% bonds 
presently outstanding. Underwriter — Merrill Lynch, 
Pierce, Fenner & Beane, New York. 


% California Electric Power Co. (5/25) 
April 26 filed $8,600,000 of first mortgage bonds due 
1984. Proceeds—To redeem a like amount of first mort- 
gage 3%%,% bonds due 1983. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Hae 
sey, Stuart & Co. Inc.; The First Boston Corp.; Kidder, 
Peabody & Co.; Blyth & Co., Inc. Bids—Expected to be 
received on May 25. 

Capper Publications, Inc., Topeka, Kansas 
March 23 filed $2,000,000 of series six 5-year first mort- 
gage 4% bonds and $2,000,000 of series seven 10-year 
first mortgage bonds. Price — At 100% of principe} 
amount. Proceeds—To advance sums to Topeka Broad- 
casting Association, Inc., a subsidiary, and for redemp- 
tion of certain bonds. Underwriter—None. 

Carolina Casualty Insurance Co. 
April 7 (letter of notification) 20,000 shares of class. B 
stock (par $1). Price—$4 per share. Proceeds—To in- 
crease capital and surplus. Office — 262 Morehead St., 
Burlington, N. C. Underwriter — Courts & Co., Atlanta, 
Ga. 


*% Chinook Petroleum Co., Yakima, Wasi. 

April 23 (letter of notification) 200,000 shares of com-— 
mon stock (par 20 cents). Price—50 cents per share. 
Proceeds — For petroleum operations. Office —918 E. 
Spruce Street, Yakima, Wash. Underwriter — George 
Wydenes, same address. 


Claussen Bakeries, Inc., Augusta, Ga. 

April 1 filed 162,500 shares of class A common stock. 
(par $1) and 62,500 shares of class B common stock (par 
$1). Price—Of class A shares, to be supplied by amend- 
ment; of class B shares, $8 per share. Proceeds—From 
sale of stock, together with $500,000 to be received for 
sale of 5% debentures, will be used to acquire stock of 
H. H. Claussen’s Sons, Inc. Underwriter—Johnson, Lane, 
Space & Co., Inc., Savannah, Ga. 


Cleveland Electric Mluminating Co. (5/4) 
March 31 filed $20,000,000 of first mortgage bonds due 
1989. Proceeds—For construction program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc., Blyth & Co., Inc., and 
White, Weld & Co. (jointly); Kuhn, Loeb & Co. and 
Wertheim & Co. (jointly); Glore, Forgan & Co.; The 
First Boston Corp.; Dillon, Read & Co. Inc. Bids—Ten- 
tatively expected to be received up to noon (EDT) om 
May 4 at 75 Public Square, Cleveland 1, Ohio. 
* Colonial Fund, Inc. (5/17) 
April 23 filed 700,000 shares of common stock (par $I). 
Price—lInitially at $16 per share. Proceeds—For invest— 
ment. Underwriter—Stone & Webster Securities Corp. 
New York. 


Columbia Gas System, Inc. 
March 22 filed $50,000,000 of subordinated convertible 
debentures due 1984 being offered for subscription by 
common stockholders of record April 21 on the bast# 
of $100 of debentures for each 36 shares held; rights to 
expire on May 10. Price—100% of principal amount. 
Proceeds — For construction program. Underwriter — 
Halsey, Stuart & Co. Inc. won award of the issue on 
April 21. 
© Commonwealth Edison Co. 
April 1 filed $50,000,000 of 3% first mortgage bonds, 
series Q, due May 1, 1984. Proceeds—-To redeem $40,000,- 
000 354% bonds due 1983 (which were sold last July) 
and for new construction. Price—100.3948% to yield 


Continued on page 42 
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298%. Underwriter—Glore, Forgan % Co., who were 
awarded the issue on April 27. Offering—Expected to- 
day (April 29)). 


Consol. Edison Co. of New York, Inc. (5/11) 
April 7 filed $50,000,000 of first and refunding mort- 
gage bonds, series K, due May 1, 1984. Proceeds—To be 
applied towards cost of redeeming $27,982,000 New York 
Steam Corp. first mortgage bonds and $25,000,000 West- 
chester Lighting Co. general mortgage bonds. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; The First Boston Corp. Bids—Tentatively ex- 
pected to be received up to 11 a.m. (EDT) on May 11. 


Consolidated Natural Gas Co. (5/25) 

April 15 filed $25,000,000 of debentures due 1979. Pro- 
ceeds—To repay $15,000,000 long-term notes due March 
1, 1955, and to purchase stock from or make loans to its 
subsidiaries who will use the funds to pay for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc., White, Weld & Co. and Paine, Webber, Jackson & 
Curtis (jointly); Morgan Stanley & Co. and The First 
Boston Corp. (jointly). Bids—Expected to be received up 
to 11:30 a.m. (EDT) on May 25. 


% Control Engineering Corp., Norwood, Mass. 
April 23 (letter of notification) $300,000 of 6% sub- 
ordinated convertible debentures due April 1, 1964. Price 
—At 100%. Proceeds—For working capital. Under- 
writers—Childs, Jeffries & Thorndike, Inc., New York, 
and Eastabrook & Co., Boston, Mass. 


Cooperative Grange League Federation 
Exchange, Inc. 
March 26 filed 7,500 shares of 4% cumulative preferred 
stock (par $100) and 500,000 shares of common stock 
(par $5). Price — At par. Proceeds—To retire class B 
common stock and 5% cumulative preferred stock of 
G. L. F. Holding Corp., a subsidiary, and for working 
capital. Underwriter—None. This offering is a continua- 
tion of earlier offerings of same classes of securities. 


Cornbelt Insurance Co., Freeport, Ill. 
March 17 filed 300,000 shares of common stock (par $1). 
Price—$3 per share. Proceeds—For investment. Under- 
writer—None. 


Cornell-Dubilier Electric Corp. 
April 7 (letter of notification) 1,666 shares of common 
stock. Price—At market (approximately $30 per share). 
Proceeds — To Octave Blake, the selling stockholder. 
Underwriter—Pyne, Kendall & Hollister, New York. 


Delaware Power & Light Co. (5/3) 

April 6 filed $10.000,000 first mortgage and collateral 
trust bonds due May 1, 1984. Proceeds—To retire bank 
loans and for new construction. Underwriter — To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co.; The First Boston Corp. and Blyth 
& Co., Inc., (jointly); White, Weld & Co. and Shields & 
Co. (jointly); Union Securities Corp.; Lehman Brothers; 
Morgan Stanley & Co.: Kuhn ’& Co. and Salomon Bros. 
& Hutzler (jointly); W. C. Langley & Co. Bids—Tenta- 
tively expected to be received up to 11:30 a.m. (EDT) 
on May 3 at 600 Market St., Wilmington 99, Del. 


® Devon-Leduc Oils Ltd. (5/4) 

March 10 filed $2,000,000 10-year 5% convertible sink- 
ing fund leasehold mortgage bonds due May 1, 1964. 
Price—100% of principal amount. Proceeds—To redeem 
outstanding bonds, repay bank loan and for general 
corporate purposes, including drilling commitments in 
the Stony Plain India Reserve and in participation of 
the development of the Buck Lake Area. Office—Winni- 


peg, Canada. Underwriter—McLaughlin, Reuss & Co., 
New York. 


*% Diamond Asphalt Co., Bountiful, Utah 

April 23 (letter of notification) 5,000 shares of preferred 
stock (par $10) and 50,000 shares of common stock 
(par 10 cents) to be offered in units of one share of 
each class of stock. Price—$10 per unit. Proceeds—For 
additions to refinery and working capital. Office—462 
Zs Fifth South Street, Bountiful, Utah. Underwriter— 

one. 


* Douglas Oil Co. of California. 
April 23 (letter of notification) a maximum of 17,000 
shares of common stock (par $1). Price—At market 
(around $6.3742 per share). Proceeds—To certain sell- 
ing stockholders. Underwriter—Shearson, Hammill & 
Co., New York. 

Electronic Associates, Inc. (5/10) 
April 19 (letter of notification) 7,500 shares of common 
stock (par $1) to be offered for subscription by stock- 
holders of record May 10, 1954 on the basis of one new 
share for each 15 shares held; rights to expire on June 
9, 1954. Price—$18.50 per share. Proceeds—For working 
capital. Office—Long Branch Ave., Long Branch, N. J. 
Underwriter—None. 
* Ellicott Drug Realities, Inc., Buffalo, N. Y. 
April 23 (letter of notification) $200,000 of 6% second 
mortgage bonds dated July 1, 1954, and 1,000 shares of 
common stock (par $50) to be offered to members and 
stockholders of Ellicott Drug Co., in units of $400 of 
bonds and two shares of stock. Price—$500 per unit. 
Proceeds—To construct warehouse and for working cap- 
ital. Office—127 Cherry Street, Buffalo 8, N. Y. Under- 
writer—None. 

Family Digest, Inc. 
April 9 (letter of notification) 142,875 shares of class A 
stock. Price—At par ($1 per share). Proceeds—For 


operating capital and operating expenses. Office—421 
Hudson St.. New York 14. N. Y. 


Bliedung, Washington. D. C. 


Underwriter—Car] J. 









Financial Credit Corp., New York 
Jan. 29 filed 250,000 shares of 7% cumulative sinking 
fund preferred stock. Priee—At par ($2 per share). Pro- 
ceeds—For working capital. Underwriter—E. J. Foun- 
tain & Co., Inc., New York. 


* Financial Industrial Fund, Inc., Denver, Colo. 
April 26 filed 5,000,000 shares of capital stock. Price— 
At market. Proceeds—For investment. 


Firth-Loach Metals, Inc., Pittsburgh, Pa. 
March 18 filed 33,400 shares of capital stock (par $25). 
Price—$25 per share. Proceeds — For expansion, equip- 
ment and working capital. Underwriter—None. 


* Founders Mutual Fund, Denver, Colo. 

April 23 filed $13,500,000 of systematic payment plan 
certificates, $450,000 of accumulative plan certificates, 
and $300,000 of income plan certificates. 


Gamma Corp., Wilmington, Del. 
Feb. 2 (letter of notification) 140,000 shares of common 
stock (par 10 cents). Price—$1.50 per share. Proceeds— 
For inventory, capital expenditures and working capi- 
tal. Office—100 West 10th Street, Wilmington, Del. Un- 
derwriter—Sheehan & Co., Boston, Mass. 


® Gary (Theodore) & Co., Kansas City, Mo. 
March 31 filed 310,000 shares of participating common 
stock (par 20 cents) being offered for subscription by 
holders of participating common and common stock of 
record April 21 on the basis of seven new shares for 
each 10 shares held; rights to expire on May 6. Price— 
$15 per share. Proceeds—To increase investment in Tele- 
phone Bond & Share Co. and for general corporate pur- 
poses. Dealer-Manager—W. C. Pitfield & Co., Inc., New 
York. 


General Credit Corp., Miami, Fla. 
March 25 (letter of notification) 74,990 shares of capital 
stock (par $1). Price—$4 per share. Proceeds—For work- 
ing capital. Office—799 N. W. 62nd Street, Miami, Fla. 
Underwriter—Murphy & Co.. Miami, Fla. 


General Gas Corp., Baton Rouge, La. 
March 19 filed 100,000 shares of common stock (par $5). 
Price — To be supplied by amendment. Proceeds — To 
selling stockholders. Underwriter—Kidder, Peabody & 
Co., New York. Offering—Postponed indefinitely. 


General Public Utilities Corp. (5/12) 

April 15 filed 606,423 shares of common stock (par $5) 
to be offered for subscription by stockholders at rate 
of one new share for each 15 shares held on May 12; 
with rights to expire June 2. Price—To be supplied by 
amendement. Proceeds—To be invested in corporation’s 
domestic subsidiaries. Underwriter—None, but Merrill 
Lynch, Pierce, Fenner & Beane may act as clearing 
agent. 


‘ General Stores Corp., New York 
March 8 filed 300,000 shares of common stock (par $1). 
Price—$1.37'42 per share. Proceeds—To pay part of cost 
of acquisition of Ford Hopkins Co., Chicago, Ill. Under- 
writer—A. C. Allyn & Co., Inc., Chicago, II. 


Gulf Insurance Co., Dallas, Texas 

March 29 (letter of notification) 5,000 shares of common 
stock (par $10) being offered for subscription by stock- 
holders of record April 12 on the basis of one new share 
for each 44 shares held; rights to expire on May 3. Price 
—$55 per share. Proceeds—For general corporate pur- 
poses. Office — 3015 Cedar Springs Road, Dallas, Tex. 
Underwriter—None. 


Home Improvement Financing Corp. 
April 12 (letter of notification) 30,000 shares of 6% 
preferred stock (with warrants to purchase 60,000 shares 
of class A common stock). Price — At par ($10 per 
snare). Proceeds — To finance home improvements. 
Office—240 West Front St., Plainfield, N. J. Under- 
writer—None. 


® Housatonic Public Service Co. 

April 7 filed 41,159 shares of common stock (par $15) 
to be offered for subscription by stockholders of record 
April 23 at the rate of one new share for each eight 
shares then held (with unsubscribed shares being offered 
to officers and employees); rights to expire on May 13. 
Price—To to be supplied by amendment. Procceds—To 
repay $130,000 bank loans and for construction expenses. 
Underwriter—None. 


® inter-Canadian Corp., Chicago, Ill. (5/10) 
April 19 filed 100,000 shares of common stock (par $1). 
Price—$25 per share. Proceeds—For venture or semi- 
venture investment situations in Canada. Underwriter— 
White, Weld & Co., New York. 


* Intermountain Associates, Inc., Las Vegas, Nev. 
April 20 (letter of notification) 300,000 shares of com- 
mon stock, of which 95,333 shares are for the account of 
the company and 204,667 shares for the account of Leo 
H. Janney, Chairman of the Board. Price—At par ($1 
per share). Proceeds—For general corporate purposes. 
Office—401 South Main Street, Las Vegas, Nev. Under- 
writer—None. 


* Investors Planning Corp. of America, New York 
April 23 filed $2,000,000 of fully-paid plans and $13,- 
000,000 of systematic investment plans and systematic 
contractual plans. 


lowa Public Service Co. (5/10) 

April 14 filed $7,500,000 of first mortgage bonds due 
May 1, 1984. Proceeds—To redeem a like amount of out- 
standing first mortgage 4% bonds due 1983 at 102.42% 
plus accrued interest. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Union Securities Corp. and Salomon Bros. 
& Hutzler (jointly); Equitable Securities Corp.; White, 
Weld & Co.; Kidder, Peabody & Co. and Blyth & Co., 
Inc. (jointly). Bids—Expected to be received up to 11 
a.m. (EDT) on May 10. 


The Commercial and Financial Chronicle . . 


. Thursday, April 29, 1954 


% Kendon Electronics Co., Inc. 

April 21 (letter of notification) 150,000 shares of com- 
mon stock (par 10 cents). Price—25 cents per share. 
Proceeds—For working capital and general corporate 
purposes. Office —18 Clinton Street, Brooklyn, NM. Zz. 
Underwriter—20th Century Pioneer Securities Co., New 
York, N. Y. 

Keps Electric Co. 

April 6 (letter of notification) $200,000 of 14-year 4%2% 
registered debentures and 12,000 shares of capital stock 
(par $1) to be offered to present debenture holders of 
record April 1; with rights to expire on May 4, in units 
of one $500 debenture and 30 shares of stock. Price— 
$560 per unit. Proceeds—For working capital. Offiee— 
5000 Baum Blvd., Pittsburgh 13, Pa. Underwriter—None. 


% Keystone Portland Cement Co., 
Philadelphia, Pa. (5/12) 

April 21 filed 330,296 shares of common stock (par $3). 
Price—To be supplied by amendment. Proceeds—To 
selling stockholders. Underwriter—Shields & Co., New 
York. 

Kropp Forge Co., Cicero, Ill. 
April 7 (letter of notification) 26,450 shares of common 
stock (par 3314 cents). Price—At market (estimated at 
$2.50 per share). Proceeds—To Roy A. Kropp, Chairman 
and President. Underwriter—L. D. Sherman & Co., New 
York. and Sincere & Co., Chicago, Ill. No general public 
offer planned. . 


% Langendorf United Bakeries, Inc., San Francisco, 
Calif. 

April 22 (letter of notification) 1,500 shares of common 
stock (par $1) to be offered to certain employees. Price 
—Equal to 85% of fair market value, to be determined 
by bid price in over-the-counter market date of offer- 
ing. Proceeds—For working capital. Office — 1160 
McAllister St., San Francisco, Calif. Underwriter— 
None. 


@ Light Metals Refining Corp., New York (5/3) 
Feb. 15 filed 1,250,000 shares of common stock (par $1). 
Price — $4 per share. Proceeds — For construction and 
equipment of control plant, and main plant, working 
capital, advance royalties and reserves. Business — To 
refine beryllium ore and market the products. Under- 
writer—Philip Gordon & Co., Inc., New York 


% Lisbon Valley Uranium Co., Denver, Colo. 

April 21 (letter of notification) 2,000,000 shares of com- 
mon stock (par one cent). Price—15 cents per share. 
Proceeds—For exploration and development of prop- 
erties. Office—3246 Niagara Street (Box 186), Denver 1, 
Colo. Underwriter—None. 


% Magnedisc Corp., Hollywood, Calif. 

April 21 (letter of notification) 4,546 shares of preferred 
stock and 4,545 shares of common stock. Price—Of pre- 
ferred, $10 per share; and of common, $1 per share. 
Proceeds—To make electro-magnetic disc recorders. Ad- 
dress—c/o T. H. Mann, 8657 Wonderland Avenue, Hol- 
lywood, Calif. Underwriter—None. 


Mediterranean Petroleum Corp., Inc., 
Republic of Panama 

March 30 filed American voting trust certificates for 
1,000,000 shares of common stock (par one cent). Price 
—To be supplied by amendment. Proceeds—For ex- 
ploratory drilling and development, in State of Israel, 
and for operations and expenses. Underwriter—To be 
named by améndment. 


Minnesota Mining & Manufacturing Co. 
April 19 filed 200,000 shares of common stock (no par), 
to be issued under the company’s “General Restricted 
Stock Option Plan” to employees of this corporation and 
six other companies. 


Mission Indemnity Co., Pasadena, Calif. 
March 29 filed 600,000 shares of common stock (par 65 
certs) to be offered first to stockholders and to gen- 
eral public. Price—$2 per share. Proceeds—To increase 
capital and surplus. Underwriter—None. 


Mississippi Chemical Corp., Yazoo City, Miss. 
Jan. 5 filed 26.666 shares of special common stock (par 
$75—-limited dividend) and $1,500,000 of certificates of 
participation (to be sold in multiples of $75—5%™ inter- 
est). Proceeds—From sale of these securities, together 
with bank borrowings, are to be used for expansion of 
facilities. Underwriter—None. Sales will be handled by 
company employees. 

*% Mississippi Valley Molasses Co., Inc. (Tenn.) 
April 16 (letter of notification) preorganization sub- 
scriptions to 2,500 shares of common stock. Price—At 
par ($100 per share). Proceeds—-For construction of a 
barge terminal and operating capital. Underwriter— 
None. 

*% Missouri Public Service Co. (5/18) 

April 23 filed 50,000 shares of cumulative preferred 
stock (par $100). Price—To be supplied by amendment. 
Proceeds—-To redeem outstanding first preferred stock 
($3,475,000), to repay $750,000 bank loans and the bal- 
ance for construction program. Underwriter—Kidder, 
Peabody & Co., New York. 


Montana Power Co. (5/4) 

March 31 filed $6,000,000 first mortgage bonds due 1984. 
Proceeds—For construction program. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co., Smith, 
Barney & Co., Blyth & Co., Inc. and Lee Higginson Corp. 
(jointly); Union Securities Corp. Bids—Expecied to be 
received up to 11 a.m. (EDT) on May 4. 


Montana Power Co. (5/4) 
March 31 filed 60,000 shares of cumulative preferred 
stock (no par). Proceeds — For construction program. 
Underwriter—May be determined by competitive bid- 
ding. Probable bidders: White, Weld & Co.: Union 
Securities Corp.; Kidder, Peabody & Co. and Blyth & 
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Co., Inc. (jointly). Bids—Expected to be received up to 
11 a.m. (EDT) on May 4. 


Montana Power Co. (5/12) 

March 31 filed $18,000,000 of debentures due 1979. Pro- 
ceeds—To refund a like amount of 4%8% debentures due 
1978. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
White, Weld & Co.; Kidder, Peabody & Co., Smith, Bar- 
ney & Co., Blyth & Co., Inc. and Union Securities Corp. 
(jointly). Bids—Expected to be received up to 11 a.m. 
(EDT) on May 12. 


Monterey Oil Co., Los Angeles, Calif. 

Feb, 2 filed 257,338 shares of common stock (par $1). 
Price—At the market price then prevailing on the New 
York Stock Exchange, or through special offerings or 
secondary distributions. Proceeds—To Lehman Borthers 
(400 shares); partners of Lehman Brothers and members 
of their immediate families (150,458); and The Lehman 
Corp. (106,480). Underwriter—None. No general offer 
planned. 


Mountain States Telephone & Telegraph Co. 
March 5 filed 487,248 shares of capital stock being of- 
fered to stockholders of record March 26 on the basis of 
one new share for each four shares held; rights to expire 
on April 30. About 86.66% of the presently outstanding 
stock is owned by American Telephone & Telegraph Co. 
Price—At par ($100 per share). Proceeds—To repay 
advances from parent company and for new construction. 
Underwriter—None. 


Natick Indusiries, Inc., Natick, Mass. 


March 10 (letter of notification) 58,800 shares of com- 
mon stock (par $1). Frice—$5 per share. Proceeds—For 
working capital, etc. Underwriter—J. P. Marto & Co., 
Boston, Mass. 


New Bristol Oils, Ltd., Toronto, Ont., Canada 
Dec. 18 filed 1,000,000 shares of common stock (par $1). 
Price—To be related to the bid pricé of the shares on 
the Toronto Stock Exchange, with a 20% underwriting 
commission. Proceeds—for general corporate purposes 
Underwriter—To be named by amendment. 


New Jersey Bell Telephone Co. (5/5) 

April 7 filed $25,000,000 of 35-year debentures due May 
1, 1989. Proceeds—To repay advances from American 
Telephone & Telegraph Co., the parent, and for con- 
struction program. Underwriter—-To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co., Inc.; Kuhn, Loeb & Co.; Morgan Stanley & Co.; 
Shields & Co.; White, Weld & Co.; The First Boston 
Corp. Bids—To be received up to 11 a.m. (EDT) on May 
5 at Room 2315, 195 Broadway, New York, N. Y. 


New Mexico Copper Corp. 
April 4 (letter.of notification) 600,00@,shares of common 
stock (par 25 cents). Price—50 cents per share. Pro- 
ceeds—-For mining expenses, Office—Carrizozo, N. M., 
_and 121) £.-Capital St... Waskhifegton, D. C. Underwriter 
—Mitchell Securities, Inc., Baltimore, Md. 
* New Park Mining Co., Salt Lake City, Utah 
April 22 (letter of notification) 100,000 snares of com- 
mon stock (par $1) to -bé. offered for subscription by 
key personnel through options exercisable for eight 
years at 95% of the market price on June 16, 1952 (cur- 
rent market is $1.37'5 per share). Price—$2.02 per 
share. Proceeds—For general corporate purposes. Office 
—904 Walker Bank Building, Salt Lake City, Utah. Un- 
derwriter— None. 
@® New York State Electric & Gas Corp. (5/19) 
April 21 filed $20,000,600 first mortgage bonds due 1984. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriters—May be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.: 
Kidder, Peabody & Co. and Salomon Bros. & Hutzler 
(jointly ); Union Securities Corp.; The First Boston Corp. 
and Glore, Forgan & Co. (jointly); Lehman Brothers. 
Harriman Ripley & Co. Inc.; Hemphill, Noyes & Co. and 
Drexel & Co. (jointly). Bids—Expected to be received 
up to 11 a.m. (EDT) on May 19. 


@® Niagara Mohawk Power Corp. (5/5-11) 

April 20 filed 210,000 shares of cumulative preferred 
stock (par $100). Price—-To be supplied by amendment. 
Proceeds — To repay bank loans incurred for construc- 
tion and to reimburse company’s treasury and to finance 
construction. Underwriter—Harriman Ripley & Co. Inc., 
New York. 


® North American Uranium & Oil Corp. (5/3-4) 

March 1 filed 750,000 shares of common stock (par 10 
cents). Price—$2 per share. Proceeds—For capital ex- 
penditures, including payment of balance due on cer- 
tain claims and properties. Underwriter—Israel & Co., 


New York. 
* North Pittsburgh Telephone Co. (5/1) 
April 23 (letter of notification) 2,000 shares of common 


stock to be offered for subscription by common stock- 
holders of record May 1, 1954, on the basis of one new 
share for each five common shares held. Price—At par 
($25 per share). Proceeds—For general corporate pur- 
poses. Office—-Gibsonia, Pa. Underwriter—None 
North Shore Music Theater, iInc., Boston, Mass. 


Feb. 3 (letter of notification) $80,000 of 5% notes due 
Feb. 1, 1974, and 2,000 shares of common stock (par 
$10) to be sold in units of $400 principal amount of 


notes and 10 shares of stock. Price—$500 per unit. Pro- 
ceeds—For actors’ equity bond, royalties, land, coiistruc- 
tion of theater and related expenses. Office—60 State 
St., Boston, Mass. Underwriter—H. C. Wainwright & 
Co.. Boston, Mass. 
Northern Natural Gas Co. (5/11) 

April 16 filed $40,000,000 of sinking fund debentures due 
Nov. 1, 1973. Price—To be supplied by amendment. Pro- 
ceeds—To be applied toward redemption in June, 1954, 
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of a like amount of 44%.% debentures due Nov. 1, 1973. 
Underwriter—Blyth & Co., Inc., New York. 


* Northern Ohio Telephone Co. (5/18) 

April 23 filed 117,150 additional shares of common stock 
(par $10) to be offered for subscription by stockholders 
about May 18 on the basis of one new share for each 
two held; with a 14-day standby. Price—To be supplied 
by amendment. Proceeds—To repay bank loans and for 
property additions and improvements. Underwriters— 
Hayden, Miller & Co.; McDonald & Co.; Merrill, Turben 
& Co.; and Lawrence Cook & Co.; all of Cleveland, Ohio. 


Northern States Power Co. (Minn.) 
March 16 filed 1,219,856 shares of common stock (par 
$5) being offered for subscription by common stock- 
holders on the basis of one new share for each 10 
shares held on April 15; rights to expire on May 4. Price 
—$14 per share. Proceeds—To repay bank loans and for 
construction program. Underwriter—The First Boston 
Corp., Blyth & Co., Inc., and Kuhn, Loeb & Co. (jointly). 


Pacific Gas & Electric Co. (5/18) 

April 20 filed $65,000,000 of first and refunding mort- 
gage bonds, series X, due June 1, 1984. Proceeds -—- To 
refund $63,040,000 4% bonds, series V. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
The First Boston Corp. and Halsey, Stuart & Co. Inc. 
(jointly); Blyth & Co., Inc. Bids—Tentatively expected 
to be received on May 18. 


Pan-israel Oil Co., Inc. of Republic of Panama 
March 30 filed American voting trust certificates for 1,- 
000,000 shares of common stock (par one cent). Price— 
To be supplied by amendment. Proceeds—For. explora- 
tory drilling and development in State of Israel, and for 
operations and expenses. Underwriter—To be named by 
amendment. 


% Pawnee Oil & Gas Co., Tulsa, Okla. 


loans. Business—Finance compeny. Address—P. O. Box 
194, Longmont, Colo. Underwriter—William E. Conly, 
Jr.. Longmont, Colo. 


Shawano Development Corp. (Fla.) (5/7) 
April 23 (letter of notification) 83,000 shares of com- 
mon stock (par $1). Price—$3 per share. Proceeds—For 
development of land and planting Ramie and for work- 
ing capital. Underwriter — McGrath Securities Corp., 
New York. 
Signature Loan Co., Inc. 

March 5 filed 58,916 shares of 7% cumulative convert- 
ible preferred stock (par $11) being offered in exchange 
for outstanding participating preferred stock held at 
close of business March 25 on basis of two new shares of 
7% stock for each old participating preferred share held. 
The offer expires on April 30. Subject to prior right of 
exchange, 47,806 shares of the new preferred are to be 
purchased by the below named underwriters and re- 
offered to public. Price—$11.50 per share. Proceeds—To 
retire participating preferred stock. Underwriters — 
Simon, Strauss & Himme, New York; William N. Pope, 
Inc., Syracuse, N. Y.; and Chace, Whiteside, West & 
Winslow, Inc., Boston, Mass. Change in Name—Company 
a formerly known as Federal Loan Co. of Pittsfield, 
ne. 


Signature Loan Co., Inc. 
March 5 filed 29,458 shares of convertible preferred 
stock (par $11) and 29,458 shares of class A common 
. stock (par $1) being offered to holders of participating 
preferred stock in units of one share of each class of 
stock on the basis of one unit for each participating pre- 
ferred share held as of record March 25 (with an over- 
subs¢ripfion privilege); rights will expire on April 30. 
Price—$15 per unit to stockholders and $15.50 per unit to 
public. Proceeds — For expansion and working cap- 
ital. Underwriters — Simon, Strauss & Himme and A. 
' M. Kidder & Co., both of New York; William N. Pope, 
April 21 (letter of notification) 149,500 shares of com- [nc., Syracuse, N. Y.; Chace, Whiteside, West & Winslow, 
mon stock (par $1). Price—$2 per share. Proceeds-—-—]né and Draper, Sears & Co., both of Boston, Mass.; 
To purchase additional interests under option and to and Chilson, Newbery & Co., Kingston, N. Y. 


rill wells. Underwriters—S. D. Fuller & Co. and 

Yoruinen Brothers of New York. Southern Counties Gas Co. of California (5/4) 
z April 5 filed $15,000,000 first mortgage bonds, series A, 
Peninsular Telephone Co., Tampa, Fla. due 1984. Proceeds—To repay advances received from 
April 1 filed 131,836 shares of common stock (no par) parent, Pacific Lighting Corp., and for new construc- 
being offered for subscription by stockholders of record tion. Underwriter — To be determined by competitive 
April 20 at the rate of one new share for each five shares pidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
then held (with unsubscribed shares being offered to Merrill Lynch, Pierce, Fenner & Beane and Dean Witter 
certain officers and employees); rights to expire on @& (Co. (jointly); Blyth & Co., Inc.; The First Boston 


May 5. Price—$32 per share. Proceeds—For construction (Corp.; White, Weld & Co, Bids—Expected to be received 
program, Underwriter—Morgan, Stanley & Co. and Cog- up to 8:30 a:m. (RDT) on’ May 4. 


geshall & ening both of New York. Spokane Seed Co., Spokane, Wash. 

People’s Firance Corp., Denver, Colo. _ March 8 filed $600,000 of 5% convertible debentures due 
March 23 filed $300,000 of 6% 15-year convertible sub- June 15, 1964, to be sold to pea growers located in East- 
ordinated debentures. Price—100% of principal amount. ern Washington and Northern Idaho. Price—100% of 
Preceeds—For general corporate purposes, probably to principal amount. Proceeds—To improve facilities and 
reduce outstanding bank loans or repurchase of out- for working capital. Underwriter—None. 
standing securities. Underwriter — Paul C. Kimball & : 

® Standard Uranium Corp. (4/30) 


rea ner eg hc March 15 filed 1,430,000 sh f tock (par 
People’s Finance Corp., Denver, Colo. eS ee ee awe Oe. ee ee . 

March 23 filed 2,904 shares of 6% cumulative preferred OM¢ cent). Price—$1.25 per share. Proceeds—To exercise 
stock. Price—At par ($50 per share). Proceeds — For options on claims, and for general corporate wig 
general corporate purposes. Underwriter--None. Com- ing Ph = mae ne ag ey mong Net nge & Otis, 
pany is also seeking registration of $164,000 of deben- *"» N€W *Ork, ane Vrerie o., Houston, Lex. 
tures, notes and preferred and common stock heretofore %* State Loan & Finance Corp., 
sold and holders thereof are to be offered the right to Washington, D. Cc. (5/18) be a 

April 26 filed $8,000,000 of 12-year sinking fund de- 


rescind their purchases. ; : wi ge ee mo Hed 6b 

yentures daue ay li, ’ rice—l1o be supple y 
* Peoples State Loan Co. of Delaware. , amendment. Proceeds— To reduce outstanding bank 
April 23 (letter of notification) $25,000 of 5% subordin- loans. . Underwriters—Johnston, Lemon & Co., Wash- 


ated debenture notes due July 1, 1959 and $140,000 of ington,-R.-C., and Union Securities Cor ; 

; - we 2 ., S s Corp., New York. 
1% § ate “S ly 1, 1963 - , 4 
6% subordinated debenture notes-due July (in Str 'l-Pat Fi iy 


cluding rescission offer to purchasers of certain de i 
benture notes). Price—At par. Proceeds—To redeem a pmo ne yf agpnte: Becta wg Be Se ose 
oe en Biurvha iallding ow ighland Port > value of authorized, issued and outstanding capital 
gag ke 4 ; stock of Strevell-Paterson Finance Co. on the basis (a) 
aioe des 4 ' Chestnut Hill, Mass of 13 shares of Corporation stock for each of the en 
orta \o., inc. stnu . hares of 5% cumulative preferred stock (par $10) o 
April 8 (letter of notification) 640 shares of $6 cumula- i. Gemmanr roe (b) PF peer of nel Bh Me 
tive preferred stock (no par) and 640 shares of common = ¢or each of the 25,000 shares of $10 par common stock 
stock (no par) to be offered in units of one share Of o¢ the company. Offer expires Oct. 31. Underwriter— 


each class of stock. Price—$100 per unit. Proceeds— None Office—Salt Lake City, Utah. Statement effective 
For manufacture of sporting goods. Office — 48 Moody March 30. 


St., Chestnut Hill, Mass. Underwriter — Minot Kendall Sun Oil Co., Philadelphia, Pa. 


& Co., Inc., Boston, Mass. April 15 filed a maximum of 139,662 shares of common 
Prudential Finance Corp. of America. stock (no par) to be offered for possible public sale 

April 9 (letter of notification) $100,000 of 6% debentures during the period July 1, 1954 to June 30, 1955. Price— 

and 100,000 shares of common ‘stock (par 10 cents) and At market. Proceeds—To selling stockholders. Under- 

50,000 shares of class A stock (par one cent), the shares writer—None. The shares will be sold through brokerage 

to be sold in units of one share of common and yore houses. 

share of class A stock. Price—Oi debentures, at par; o Sun Oil Co., Philadelphia, Pa. 

stock units, $2 each. Proceeds—To make loans and dis- 4 pi) 15 filed 14,000 meen. wrens: Pl in the stock purchase 

count commercial ~ wor Office — 1108-16th St., N. W., plan for the employees of this company and its subsidi- 

Washington 6, D. C. Underwriter—John C. Kahn Co., aries and 146,100 shares of common stock (no par), the 


Washington, D. C. latter representing the maximum number of shares 
Pumice, Inc., idaho Falls, Idaho which it is anticipated may be purchased by the trustees 
March 29 (letter of notification) 1,170,000 shares of wynder the plan. Underwriter—None. 


common stock (par 10 cents). Price—25 cents per share. 
Proceeds—To complete plant, repay obligations and for * Taylorcraft, Inc., Conway, Pa. 


working capital. Office — 1820 N. Yellowstone, Idaho April 21 (letter of notification) 100,000 shares of 6% 
Falls, Idaho. Underwriter — Coombs & Co., Sait Lake Convertible cumulative preferred stock. a a 
City, Utah. ($2 per share). Proceeds—To pay creditors claims and 

ng for working capital. Underwriter — Graham & Co., 


Republic Aviation Corp. (5/3) 


Pa 
April 14 filed 30,000 shares of common stock (par $1). 


Pittsburgh, 


Price—To be supplied by amendment. Proceeds—To a © Telephone Bond & Share Co. neste (nde O01 
selling stockholder. Underwriter—Smith, Barney & Co March 31 filed 324,089 shares of common sto par 
New York ; * being offered for subscription by stockholders on the 


: basis of one new share for each two shares held April 27; 
Rio Grande Investment Co., Longmont, Colo. —o vo 


, me rights to expire on May 11. Price—$15 per share. Pro- 
April 19 (letter of notification ) 1,150 shares of common ceeds—For financing of company’s subsidiaries. Under- 
stock (no par) and 1,150 shares of 6% cumulative parti- writers—Lazard Freres & Co.: White, Weld & Co.; and 


cipating preferred stock (par $100) to be 
units of one share of each class of stock 
unit. Proceeds - 


offered in ro 
: Ww. ¢ 
Price—$100 per 
For operating expenses and to make 


Pitfield & Co., Inc 


Continued on page 44 
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Continued from page 43 


®@ Texas State Oil & Gas Co. (4/30) 

April 7 (letter of notification) 599,000 shares of common 
stock (par 10 cents). Price—50 cents per share. Pro- 
ceeds — For general corporate purposes. Office — 603 
Wilson Bldg., Corpus Christi, Tex. Underwriter — L. D. 
Sherman & Co., New York. 


* Tomberlin Petroleum, Inc., Denver, Colo. 


April 23 (letter of notification) 300,000 shares of com- 
mon stock. Price—$1 per share. Proceeds—For drilling 
operations, etc. Office—Patterson Bldg., Denver, Colo. 
Underwriter—None. 


%* Transportation Development Corp., 
New York (5/20) 

April 26 filed 100,000 shares of common stock (par $1). 
Price—$6 per share. Proceeds—To finance the costs of 
obtaining contracts for the construction of the com- 
pany’s transportation system, for working capital and 
for other general corporate purposes. Underwriters— 
L. H. Rothchild & Co., New York. 


® Twin Arrow Petroleum Corp. (5/7) 

April 13 (letter of notification) 600,000 shares of class A 
common stock (par 10 cents). Price—50 cents per share. 
Proceeds—-For general corporate purposes. Underwriter 
—General Investing Corp., New York. 


% Union Oil Co. of California 

April 23 filed $16,000,000 in company’s employees in- 
centive plan and 350,000 shares of common stock (par 
$25) which may be purchased under the plan. 


._ % United Supply Co., Seattle, Wash. 


April 19 (letter of notification) 3,000 shares of common 
stock. Price—At par ($10 per share). Proceeds—To 
purchase, process, store and sell fur animal feed to 
users thereof. Office—1008 Western Avenue, Seattle, 
Wash. Underwriter—None. 


Virginia Electric & Power Co. (5/17) 

April 19 filed $25,000,000 of first and refunding mortgage 
bonds, series K, due May 1, 1984. Proceeds—To repay 
bank loans and for new construction. Underwriter—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc., Kuhn, Loeb & Co. and Wer- 
theim & Co. (jointly); Stone & Webster Securities Corp.; 
White, Weld & Co.; Union Securities Corp.; Salomon 
Bros. & Hutzler. Bids—Expected to be received up to 
noon (EDT) on May 17 at Room 735, 11 Broad St., New 
York, N. Y. 


*% Volunteer Natura! Gas Co., Johnson City, Tenn. 
April 26 (letter of notification) 85,000 shares of com- 
mon stock (par $1). Price—To be suplpied by amend- 
ment. Proceeds—For expansion. Underwriter—East- 
man, Dillon & Co., New York. 


Webb & Knapp, Inc., New York 

April 14 filed $8,607,600 of 5% sinking fund debentures 
due June 1, 1974, to be offered together with certain 
cash by the company in exchange for outstanding com- 
mon stock of Equitable Office Building Corp. on basis 
of $5 in cash and $7 principal amount of debentures for 
each share of Equitable stock. Exchange offer is con- 
ditioned solely upon acceptance by 80% of outstanding 
shares. Underwriter—None. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20, 1952 filed $29,000,000 12-year 6% debentures 
eue Dec. 15, 1964, and 580,000 shares of common stock 
(par 50 cents) to be offered in units of one $50 deben- 
‘ Mare and one share of stock. Price—To be supplied by 
amendment. Proceeds—From sale of units and 1,125,000 
additional shares of common stock and private sales of 
$55,000,000 first mortgage bonds to be used to build a 
1.030 mile crude oil pipeline. Underwriters — White, 
Weld & Co. and Union Securities Corp., both of New 
York. Offering—-Postponed indefinitely. 


West Coast Pipe Line Co., Dallas, Tex. 
Nov. 20, 1952 filed 1,125,000 shares of common stock (par 
50 cents). Price—To be supplied by amendment. Pro- 
eeeds—Together with other funds, to be used to build 
pipeline. Underwriters—White, Weld & Co. and Union 
Securities Corp., both of New York. Offering—Post- 
poned indefinitely. 


® Wisconsin E-ectric Power Co. 

April 7 filed 421,492 shares of common stock (par $10) 
being offered for subscription by stockholders of record 
April 27 on the basis of one new share for each 10 shares 
held (with an oversubscription privilege): rights to ex- 
pire on May 20. Employees to receive rights to purchase 
unsubscribed shares. Price—To be supplied by amend- 
ment. Proceeds—For property additions and improve- 
ments. Underwriter—None. 


Wisconsin Electric Power Co. (5/4) 
April 7 filed $20,000,000 first mortgage bonds due 1984. 
Proceeds—For property additions and improvements, 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.: Glore, For- 


gan & Co.; Kuhn, Loeb & Co.: Lehman Brothers and 
Salomon Bros. & Hutzier (jointly): Union Securities 
Corp. and Harriman Ripley & Co. Inc. (jointly): The 
First Boston Corp.; Equitable Securities Corp.; Merrill 


Lynch, Pierce, Fenner & Beane. Bids ~—Tentatively ex- 
pected to be received up to 11 a.m. (EDT) on May 4. 


Wyton Oil & Gas Corp., Newcastle, Wyo. 
April 20 filed 1,000,000 shares of common stock (par $1). 
Price—$1.12'2 per share. Proceeds—For general cor- 
porate purposes. Underwriter — National Securities 
Corp., Seattle, Wash., on a “best efforts basis.” 
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Prospective Offerings 


American Cyanamid Co. 
April 21, K. T. Towe, President, announced directors 
have under consideration an offering to common stock- 
holders of rights to subscribe to a new issue of convert- 
ible preferred stock (in the neighborhood of $55,000,000 
to $60,000,000). Proceeds — For general corporate pur- 
poses. Underwriter—White, Weld & Co., New York. 


American Natural Gas Co. 

March 11 it was announced stockholders were to vote 
April 28 on increasing the authorized common stock from 
4,000,000 to 5,000,000 shares to enable the company to sell 
additional shares when necessary. Offering will prob- 
ably be made to present stockholders: Preceeds—To sub- 
sidiaries for their construction programs. Underwriter— 
None. 


Arkansas Louisiana Gas Co. 
Feb. 22 it was reported Cities Service Co. may sell its 
holdings of 1,900,000 shares of this company’s stock. If 
sold at competitive bidding, bidders may include Smith, 
Barney & Co. and Blyth & Co., Inc. (jointly). 


Arkansas Power & Light Co. 
Feb. 8 it was reported company plans to sell, probably 
in August, an issue of about $7,500,000 first mortgage 
bonds due 1984. Underwriters— To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corp.; Lehman Brothers, 
Stone & Webster Securities Corp. and White, Weld & 
Co. (jointly); Blyth & Co., Inc., Equitable Securities 
Corp. and Central Republic Co. Inc. (jointly); Merrill 
Lynch, Pierce, Fenner & Beane and Union Securities 
Corp. (jointly). 
*% Automatic Canteen Co. of America (5/20) 
April 26 directors have authorized company to offer 
77,706 additional shares of common stock (par $5) to 
common stockholders of record May 20 on the basis of 
one new share for each six shares held. Price—To be 
determined later. Proceeds—To extend activities in the 
merchandise vending field. Underwriter—Glore, Forgan 
& Co., New York. 


Boston Edison Co. 
Feb. 15 it was announced company plans to issue and 
sell about $15,000,000 of first mortgage bonds due 1984. 
Proceeds—For construction program. Underwriters—To 
be determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; The First Boston Corp.; Leh- 
man Brothers; Kuhn, Loeb & Co. amd A. C. Allyn & Co. 
Inc. (jointly); White, Weld & Co.; Harriman Ripley & 
Co. Inc. Offering—Tentatively expected in June. 

Carrier Corp.. 
Feb. 23 stockholders approved a proposal to increase 
the authorized common stock (par $10) from 1,600,000 
shares to 5,000,000 shares and the authorized preferred 
stock (par $50) from 181,855 shares to 800,000 shares 
to provide for further possible financing. Proceeds— 
For expansion, etc. Underwriters—Harriman Ripley & 
Co. Inc. and Hemphill, Noyes & Co. 


Central Hudson Gas & Electric Corp. 
March 8 it was announced issues of mortgage bonds and 
preferred stock are now under consideration, but def- 
inite plans will depend largely upon developments in 
the securities markets. Construction cash requirements 
are estimated at $17,300,000 for 1954-1955. Company is 
reported to be considering the issuance of about $9,000,- 
000 bonds this fall and $3,500,000 of preferred stock in 
1955. Underwriter—Kidder, Peabody & Co., New York 


Centra! Illinois Electric & Gas Co. 
Dec. 9 it was announced company intends to offer and 
sell around the middle of 1954 an issue of $4,000,000 first 
mortgage bonds. Proceeds—To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Stone & Webster Securities Corp.; Kidder, 
Peabody & Co. and White, Weld & Co. (jointly). 

Central Maine Power Co. 
April 1 William F. Wyman, President, reported that 
the company expects to sell $5,000,000 of convertible pre- 
ferred stock late in the second quarter of 1954, but that 
details of the offering are not available at this time. Pro- 
ceeds—For construction program. Underwriter—May be 
determined by competitive bidding. Probable bidders: 
Blyth & Co., Inc. and Kidder, Peabody & Co. (jointly): 
Harriman Ripley & Co. Inc.; Coffin & Burr, Inc. Meet- 
ing—Stockholders will vote May 12 on _ increasing 
authorized preferred stock from 330,000 shares to 410,000 
shares. 

Chicago Great Western Ry. 
Feb. 26, the ICC dismissed the company’s application 
for exemption of an issue of $6,000,000 collateral trust 
bonds due Nov. 1, 1978 from competitive bidding. Pro- 
ceeds — To repay bank loans and for capital improve- 
ments. Underwriters—May be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. Inc. 
and Union Securities Corp. (jointly); Kidder, Peabody 
& Co. and White, Weld & Co. (jointly); The First Boston 
Corp.; Merrill Lynch, Pierce, Fenner & Beane. On April 
23, last year, the road rejected the only bid made of 
98.05% for a 534% coupon by Halsey, Stuart & Co. Inc. 
and Union Securities Corp. (jointly). 
© Clark Oil & Refining Corp. 
April 12 it was reported this company (formerly Petco 
Corp.) plans early registration of 50,000 shares of con- 
vertible preferred stock (par $20) and 150,000 shares of 
common stock. Proceeds—For expansion. Underwriter 
—Loewi & Co., Milwaukee, Wis. 

Coloraco-Western Pipeline Co. 
March 5 it was announced company has applied to Colo- 
rado P. U. Commission for authority to build a $21,500,- 
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000 natural gas pipe line, in Colorado, to be financed 
through sale of about 70% of bonds and 30% of equity 
capital. John R. Fell, a partner of Lehman Brothers, 13 
a Vice-President. 


Columbia Gas System, Inc. 

March 5 it was announced that company plans early in 
June to issue and sell $40,000,000 of senior debentures 
and an additional $40,000,000 of senior debentures later 
in 1954. Proceeds—For construction expenses and to re- 
pay a bank loan of $25,000,000. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 


Connecticut Light & Power Co. 
Dec. 7 it was reported company plans to raise between 
$10,000,000 and $20,000,000 in 1954 from sale of bonds 
and stock. Underwriters—For common stock: Putnam 
& Co.; Chas. W. Scranton & Co., and Estabrook & Ca, 
Bonds may be placed privately. 


Consolidated Edison Co. of New York, Inc. 
April 8 it was announced stockholders will vote May 
17 on increasing common stock (no par) by 2,000,000 
shares. The company has no definite plans to issue 
these shares. 


*% Consumers Power Co. (6/7) 

April 23 company sought authority from Michigan P. S. 
Commission to issue and sell $25,000,000 of first mort- 
gage 30-year bonds. Price—To be not less favorable to 
company than a 3%% basis. Preceeds—To redeem at 
105.25% a like amount of outstanding 3°4% bonds due 
1983. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co. Bids—Expected to be received on 
or about June 7. 


® Duquesne Light Co. 

April 22 directors announced stockholders will vote on 
June 23 to increase the authorized preferred stock from 
1,090,000 to 1,250,000 shares (par $50). Proceeds—For 
construction program. Underwriters—To be determined 
by competitive bidding. Probable bidders: The First 
Boston Corp.; Lehman Brothers; Blyth & Co. Inc.; Kid- 
der, Peabody & Co.; Merrill Lynch, Pierce, Fenner & 
Beane and White, Weld & Co. (jointly); Kuhn, Loeb 
& Co. and Smith, Barney & Co. (jointly). 


Eastern Utilities Associates 
March 8 it was announced company plans the sale not 
later than Oct. 1, 1954 of about $2,000,000 of common 
stock, probably first to stockholders. Preceeds—To re- 
pay bank loan. 


First National Bank of Toms River, N. J. (5/14)) 


Jan 12 it was announced bank plans to offer for sub- 
scription by its stockholders of record May 1, 1954, an 
additional 3,000 shares of capital stock (par $10) on the 
basis of one new share for each 26 shares held; rights to 
expire on June 16. Price—$50 per share. Proceeds—To 
increase capital and surplus. Underwriter—None. 


Florida Power Corp. 

March 27, it was announced that the company plans new 
financing late this summer which would require issu- 
ance of common stock and probably $10,000,000 of bonds. 
Proceeds — For new construction. Underwriters — For 
common stock (first to common stockholders), Kidder, 
Peabody & Co. and Merrill Lynch, Pierce, Fenner & 
Beane (jointly). For bonds, to be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co, 
Inc.: The First Boston Corp.; Lehman Brothers; Kidder, 
Peabody & Co. and Merrill Lynch, Pierce, Fenner & 
Beane (jointly). Common stock was increased by stock- 
holders on March 25 from 2,500,000 shares to 5,000,000 
shares, and the preferred stock from 250,000 shares to 
500,000 shares. 


Florida Power & Light Co. 
Jan. 25 it was reported company may later this year 
issue and sell about $15,000,000 of first mortgage bonds. 
Underwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co.; Lehman Brothers; Merrill Lynch, Pierce, Fenner 
& Beane; Glore, Forgan & Co. and Harriman Ripley & 
Co. Inc. (jointly). 
® Foote Mineral Co., Philadelphia, Pa. 
April 22 stockholders voted to increase the authorized 
common stock (par $2.50) from 500,000 shares to 1,000,- 
000 shares. There are presently 276,088 shares outstand- 
ing and an additional 43,217 shares are reserved for con- 
version of debentures and 180,695 shares are available 
for the employees’ stock bonus plan. The proposed in- 
crease in capitalization is necessary to provide additional 
shares to finance the continued growth of the company, 
or if it seems advisable for stock dividends or a stock 
split. Underwriter—Estabrook & Co., New York and 
Boston. 

General Acceptance Corp. 
March 22 it was reported company plans registration, 
in near future, of $4,000,000 convertible debentures 
due 1984 (with warrants). Underwriter—Paine, Webber, 
Jackson & Curtis. 


® General Precision Equipment Corp. 

April 27 stockholders voted to approve a proposal to 
increase the authorized convertible preference stock 
from 15,000 to 25,000 shares; the authorized preferred 
stock from 150,000 to 250,000 shares and the authorized 
common stock from 1,500,000 to 2,000,000 shares. Pur- 
pose—The increases in stock had been sought so that 
the company will have available additional authorized 
and unissued stock to be used when considered advis- 
able by the board of directors for corporate purposes in- 
cluding, but not limited to, the acquisition of new busi- 
ness, financing of new construction, payment or prepay- 
ment of outstanding indebtedness, restoration of working 
capital, granting of additiomal employee stock options 
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under the plan approved by stockholders in 1949, and 
for additions to working capital. Underwriters — The 
First Boston Corp. and Tucker, Anthony & Co. 


Glass Fibers, Inc. 
April 9 it was reported company plans to raise about 
$2,500,000 through issuance of new securities later in 
1954. Underwriter—McCormick & Co., Chicago, Ill. 


%* Glitsch (Fritz W.) & Sons, Inc., Dallas, Texas 
April 22 it was reported early registration is expected 
of 176000 shares of common stock. Proceeds—To cer- 
tain selling ‘stoekhelders.. Underwriters— The First 
Southwest. Co., Dallas,.Dexas, and A. C. Allyn & Co. 
Inc., Chicago, Il. 


Granby Consolidated Mining, Smelting 

<f & Power Co., Ltd. : 

March 23 it was announced that the company may find 
it necessary to sell a bond issue or to issue the balance 
of its unissued common. shares, of which there are 
149,739.35 of $5 par value. As the company’s shares are 
mow selling on the New York Stock Exchange at about 
$7.50 per share it is necessary that stockholders on April 
13 approve issuance of the unissued shares before they 
can -be soldat’ a*premium. Proceeds—To be used for 
financing Granduc Mines, Ltd., in which Granby owns 
an interest. 


* Guif Power Co. (6/22) 

April 20 it was reported company plans to issue and sell 
$10,000,000 of new first mortgage bonds due 1984. Pro- 
eceeds—Refund $6,593,000 of outstanding first mortgage 
44%%,% bonds due 1983 and for repayment of bank loans 
and new construction. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Kidder, Peabody & Co. and White, 
Weld & Co. (jointly): Merrill Lynch, Pierce, Fenner & 
Beane, Salomon Bros. & Hutzler and Drexel & Co. 
qjointly); Equitable Securities Corp.; Union Securities 
Corp. Bids—Expected to be received up to 11 a.m. 
¢€EST) on June 22. 


Indiana & Michigan Electric Co. 

Jan. 27 it was announced company plans to sell around 
November, 1954, an issue of about $16,500,000 first mort- 
gage bonds due 1984 and 40,000 shares of cumulative 
preferred stock (par $100). Underwriter — To be de- 
termined by competitive bidding. Probable bidders: (1) 
For bonds—Halsey, Stuart & Co. Inc.; Union Securities 
Corp., Goldman, Sachs & Co. and White, Weld & Co. 
(jointly); The First Boston Corp.; Harriman Ripley & 
Co. Inc.; Kuhn, Loeb & Co.; (2) for preferred—The First 
Boston Corp.; Smith, Barney & Co.; Lehman Brothers; 
Union Securities Corp. 


Serseéy.Central Power & Light Co. 

Dec. 16 it was reported company tentatively plans to 
fssue and sell in 1954 about $6,000,000 first mortgage 
bonds due 1984. Proceeds — For construction program 
Wnderwriters — To be determined by competitive bid- 
ding, Probable bidders: Halsey, Stuart & Co. Inc.; White, 
Weld & Co.; Glore, Forgan & Co.; Kidder, Peabody & 
f£o.; Union Securities Corp., Salomon Bros. & Hutzler 
fand Merrill Lynch, Pierce, Fenner & Beane (jointly): 
“The First Boston Corp.; Lehman Brothers. Offering— 
Expected in June. 


@® Kansas City Power & Light Co. 

March 8 it was announced that company may sell in the 
Batter part of 1954 $16,000,000 first mortgage bonds. Pro- 
«ceeds — To repay bank loans and for new construction. 
Wnderwriters—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman 
Brothers and Bear, Stearns & Co. (jointly); Kuhn, Loeb 
-& Co., Salomon Bros. & Hutzler and Union Securities 
‘Corp. (jointly); Glore, Forgan & Co.; Blyth & Co., Inc. 
and The First Boston Corp. (jointly); White, Weld & Co. 
and Shields & Co. (jointly); Harriman Ripley & Co., Inc.., 
Equitable Securities Corp. Meeting—Stockholders on 
April 27 aprpoved new financing. 


Kansas-Nebraska Natural Gas Co., Inc. (5/10) 
March 24 it was reported company plans to issue and 
‘sell 10,000 shares of 5% cumulative preferred stock (par 
$100) and 85,909 shares cf common stock (latter to stock- 
holders on a 1-for-10 basis). Proceeds—For expansion 
wrogram. Underwriters—The First Trust Co. of Lincoln, 
Web.; and Cruttenden & Co., Chicago, III. 


Keystone Portland Cement Co. 
April 7 it was announced that following a four-for-one 
ssplit-up of the common stock, a public offering will be 
made. There are presently outstanding 136,434 common 
shares, of which 82,274 shares are owned by a group of 
investment bankers headed by Shields & Co., New York, 
“Offering—Tentatively expected early in May. 


® Long Island Lighting Co. 

April 20 it was announced company plans this year 
to issue $20,000,000 mortgage bonds. Proceeds — To 
finance construction program. Underwriter—To be de- 
Zermined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; W. C. Langley & Co.; Blyth 
«& Co., Inc. and The First Boston Corp. (jointly); Smith, 
Barney & Co. 


® Long Island Lighting Co. 
April 20, Errol W. Doebler, President, announced com- 
pany conteMplates later this year to offer probably 
about 700,000 shares of common stock to common stock- 
holders, probably on a one-for-eight basis. Proceeds— 
For new construction. Underwriters—May be Blyth & 
Co. Inc., The First Boston Corp. and W. C. Langley & 
'<o. (jointly). 
Louisville & Nashville RR. 
Nov. 12 it was reported that the company may issue and 


well an issue of bonds late in 1954. Proceeds—To retire 
“324,610,000 Atlanta, Knoxville & Cincinnati Division 4% 
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bonds due May 1, 1955, and for general corporate pur- 
poses. Underwriters—May be determined by competitive 
bidding. Probable Lidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; White, Weld & Co. and Salomon 
Bros. & Hutzler (jointly). 


%* Mansfield Telephone Co. 


April 19 Ohio P. U. Commission authorized company to 
issue and sell $1,500,000 of debentures, 12,000 shares of 
5% preferred stock (par $50) and 22,048 shares of com- 
mon stock (no par). Price—Of debentures and preferred 
at par; and of common, at not less than $27.59 per share. 
Proceeds — For new construction. Underwriters — For 
common stock, none; the preferred to be sold to resi- 
dents of Ohio only and the common to stockholders. De- 
bentures will be placed privately through Kidder, Pea- 
body & Co. : ‘ ' 


* Merritt-Chapman & Scott Corp. 


April 23 it was announced company plans to offer ad- 
ditional common stock (about 281,432 Shares) to stock- 
holders of record June 25, 1954 on 4 one-for-five basis 
(with an oversubscription privilege); -rights .to expire 
on July 19. Proceeds—For expansion .and-working cap- 
ital. Underwriter—None. . 


Metropolitan Edison Co. 


Dec. 16 it was reported company may sell in 1954 about 
$3,500,000 first mortgage bonds due 1984. Proceeds—For 
construction program. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; White, Weld & Co.; Kidder, Peabody & Co. 
and Drexel & Co. (jointly); Kuhn, Loeb & Co. and Salo- 
mon Bros. & Hutzler (jointly). 


Montana-Dakota Utilities Co. 


March 17 it was reported that company plans to issue 
and sell late this year some additional first mortgage 
bonds. Proceeds—To repay bank loans and for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc., White, Weld & Co. and Merril) 
Lynch, Pierce, Fenner & Beane (jointly); Blair, Rollins 
& Co. Inc. 


National Fuel Gas Co. 


April 1 it was reported company plans to offer about 
400,000 shares of capital stock (no par) for subscription 
by stockholders later this year or early next year, sub- 
ject to approval on April 29 of a proposal to increase the 
authorized capital stock from 4,000,000 to 6,000,000 
shares. Proceeds—For new construction. Underwriter— 
Dillon, Read & Co., New York, handled secondary offer- 
ing in 1943. 


New Jersey Power & Light Co. 


Dec. 16 it was reported this company tentatively plans 
issue and sale in 1954 of about $3,000,000 first mortgage 
bonds due 1984. Proceeds—To repay bank loans and for 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Kuhn, Loeb & Co. and Lehman Brothers 
(jointly); Equitable Securities Corp.; Union Securities 
Corp. and White, Weld & Co. (jointly); Merrill Lynch, 
Pierce, Fenner & Beane. 


New Orleans Public Service Inc. 

Feb. 8 it was reported company plans to offer for sale 
$6,000,000 of first mortgage bonds due 1984 late this 
year. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Equitable Securities Corp.; Union Securities Corp. and 
Harriman Ripley & Co. Inc. (jointly); Lehman Brothers: 
Kidder, Peabody & Co. and Stone & Webster Securities 
Corp. (jointly); The First Boston Corp.; White, Weld & 
Co. 


Northern Natural Gas Co. 

March 29 it was announced company has applied to the 
Nebraska Railway Commission for authority to issue 
365,400 shares of common stock to be offered to stock- 
holders on the basis of one new share for each nine 
shares held with sale scheduled for May or June. It 
thereafter expects to market $24,000,000 of sinking fund 
debentures due 1974. Proceeds—For construction pro- 
gram. Underwriter—Probably Blyth & Co., Inc., New 
York and San Francisco. 


Northern States Power Co. (Minn.) 

Feb. 8 it was reported company is planning the issuance 
and sale of approximately $20,000,000 of first mortgage 
bonds due 1984 in October of 1954. Underwriters — To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Lehman Brothers and 
Riter & Co. (jointly); Smith, Barney & Co.; Glore, 
Forgan & Co.; Merrill Lynch, Pierce, Fenner & Beane, 
Kidder, Peabody & Co. and White, Weld & Co. (jointly); 
Equitable Securities Corp. and Union Securities Corp. 
(jointly); Kuhn, Loeb & Co., A. C. Allyn & Co. Inc. and 
Wertheim & Co. (jointly). 


Ogden Corp., New York 
April 1 stockholders approved issuance of $20,000,000 
debentures and 300,000 shares of preferred stock (par 
$50) and increased the authorized common stock from 
3,404,135 shares to 5,500,000 shares. Proceeds—To com- 
plete certain acquisitions and to repay shert-term bor- 
rowings. Underwriter—May be Allen & Co., New York. 


Pembina Pipe Line Co. (Canada) 

April 14 it was announced company has been granted 
the right to obtain a permit to build a 72-mile pipe 
line to transport crude oil from the Pembina Oil Field 
in Alberta to Edmonton. Financing will be handled 
jointly by Mannix Ltd. of Calgary, Dome Exploration 
(Western) Ltd. of Toronto, and Carl M. Loeb, Rhoades 
& Co. of New York. 
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® Pennsylvania Glass Sand Corp. 

April 27 stockholders approved a provosal to increase 
the authorized common stock from 740,000 shares to 
1,000,000 shares. No immediate plans to issue any of 
the additional stock have been announced. Under- 


writers—Harriman Ripley & Co. Inc., and Smith, Barn 
& Co., New York. - 


Pioneer Natural Gas Co. 
March 26, P. C. Spencer, President of Sinclair Oil Corp., 
announced that Sinclair has under formulation plans for 
the disposal of its holdings of 769,721 shares of Pioneer 
stock and 384,860 shares of Westpan Hydrocarbon - Co. 
stock. Underwriter—Union Securities Corp., New York, 
underwrote recent sale of Sinclair’s holdings of Colorade 
Interstate Gas Co. stock. 

Public Service Co. of Colorado 
April 12 it was reported company plans to finance its 
1954 construction program through temporary bank 
loans, with permanent financing delayed until later in 
the year. Previously, the company had planned to float 
an is$ue’ of $15,000,000 first mortgage bonds, due 1984, 
early in 1954. Underwriters—To be determined by com- 


- petitive bidding. Probable bidders: Halsey, Stuart & Co. 


Inc., Kuhn, Loeb & Co.; The First Boston Corp.; Harris, 
Hall & Co. Inc.; Harriman Ripley & Co., Inc. and Union 
Securities Corp. (jointly); Lehman Brothers; Kidder, 
Peabody & Co.; Blyth & Co., Inc. and Smith, Barney & 
Co. (jointly). 


* Public Service Co. of New Hampshire 

April 21 it was announced that stockholders will vote 
May 13 on increasing authorized preferred stock from 
160,000 shares to 300,000 shares, of which it is plarned 
to issue not in excess of 75,000 shares. Proceeds—To re- 
fund outstanding 50,000 shares of 5.40% preferred stock 
and for new construction. Underwriter—If through 
competitive bidding, bidders may include Kidder, Pea- 
body & Co. and Blyth & Co., Inc. (who made the only 
bid in June, 1952, for the 5.40% issue, which was re- 
jected); R. W. Pressprich & Co. and Spencer Trask & 
Co. (who were awarded thateissue in July, 1952, on a 
negotiated basis. 


® Public Service Electric & Gas Co. (5/19-26) 
April 20 company filed an application with the New 
Jersey Board of P. U. Commissioners covering the pro- 
posed issuance and sale of $50,000,000 first and refund- 
ing mortgage bonds and 249,942 shares of cumulative 
preferred stock (par $100). Proceeds — From sale of 
preferred, to redeem a like amount of 4.70% preferred 
stock, and from sale of bonds, to pay for property addi- 
tions and improvements. Underwriter—For preferred, 
Morgan Stanley & Co., Drexel & Co. and Glore, Forgan 
& Co. For bonds, to be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co., Inc.; Mor- 
gan Stanley & Co. and Drexel & Co. (jointly); Kuhn, 
Loeb & Co. and Lehman Brothers (jointly); The First 
Boston Corp. Bids—For bonds expected to be received 
up to 11 a.m. (EDT) on May 26. Offering of preferred 
stock probably about May 19. Registration—Was ex- 
pected about April 28. 


Puget Sound Power & Light Co. 
April 5 the directors approved a program designed to 
refund the company’s long-term debt. Bidders may in- 
clude Halsey, Stuart & Co. Inc.; Lehman Brothers; Stone 
& Webster Securities Corp. 

Rockland Light & Power Co. 
April 1, Rockwell C. Tenney, Chairman of the Board, an- 
nounced that the 1954 construction program, estimated 
at $14,000,000, will require further financing. Common 
stock financing to stockholders in 1953 was underwritten 
by Merrill Lynch, Pierce, Fenner & Beane. An issue of 
$8,000,000 bonds were also sold last year at competitive 
bidding, with the following making bids: Halsey, Stuart 
& Co. Inc.; Equitable Securities Corp.; Kuhn, Loeb & 
Co.; Stone & Webster Securities Corp.; The First Boston - 
Corp. and Salomon Bros. & Hutzler (jointly); Lehman 
Brothers; Merrill Lynch, Pierce, Fenner & Beane. 

St. Joseph Light & Power Co. 
March 30, C. A. Semrad, President, announced that the 
company may raise new money this year through the 
sale of $1,000,000 first mortgage bonds or from tempo- 
rary bank loans for its 1954 construction program, which, 
it is estimated, will cost $1,661,000. Underwriters—May 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Smith, Barney & Co., 
and Glore, Forgan & Co. (jointly); Union Securities 
Corp.; White, Weld & Co.; Equitable Securities Corp. 
® Scott Paper Co. 
April 27 stockholders approved proposals which in- 
creased the authorized common stock from 5,000,000 to 


10,000,000 shares and the authorized indebtedness of 
the company from $25,000,000 to $50,000,000. The 
company has no specific financing program. Under- 


writers—-Previous offering of $24,952,800 3% convertible 
debentures, in September, 1953, was underwritten by 
Drexel & Co., Smith, Barney & Co. and Merrill Lynch, 
Pierce, Fenner & Beane. 

Scudder Fund of Canada, Ltd. 
Jan. 29 it was announced company intends to make an 
initial public offering of its common shares in the United 
States to realize at least $5,000,000. 
* South Pittsburgh Water Co. 
April 15 Pennsylvania P. U. Commission authorized 
company to issue $7,300,000 of bonds and $4,550,000 of 
preferred and common stock. Expected to be placed 
privately. Proceeds—To repay bank loans and for new 
construction. 

Southern New England Telephone Co. 
March 26 it was reported company, in addition to de- 
benture financing, plans to issue and sell to its stock- 
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holders about $10,000,000 of additional common stock 
(par $25). Underwriter—None. 


- Southern New England Telephone Co. 

March 26 it was reported company plans issuance and 
sale of about $15,000,000 debentures. If competitive bid- 
ders may include Halsey, Stuart & Co. Inc.; Lehman 
Brothers and Salomon Bros. & Hutzler (jointly); Kuhn, 
Loeb & Co.; The First Boston Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; White, Weld & Co. and Kidder, 
Peabody & Co. (jointly); Morgan Stanley & Co. Offering 
—Expected in May or June. 


@ Southern Pacific Co. (4/29) 

Bids will be received by the company in New York up 
to noon (EDT) on April 29 for the purchase from it of 
$7,905,000 equipment trust certificates, series NN, dated 
April 15, 1954 and due annually to April 1, 1969. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. 
& Hutzler; Kidder. Peabody & Co. 


® Southwestern Gas & Electric Co. (6/8) 


March 8 it was announced company plans to issue and 
sell $10,000,000 first mortgage bonds. Proceeds—To re- 
fund bank loans and for new construction. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Equitable Securities 
Corp.; Lehman Brothers; Blyth & Co., Inc.; Kuhn, Loeb 
& Co.; Merrill Lynch, Pierce, Fenner & Beane and 
Union Securities Corp. (jointly); Harriman Ripley & 
Co. Inc.; The First Boston Corp. Bids—Expected to be 
received on June 8. Registration—Was expected April 
23. 
Sutton (0. A.) Corp., Wichita, Kan. 


Feb. 15 it was reported company may do some financing 
later this year, either public or private. Business—Air 
circulating equipment, etc. 


Tennessee Gas Transmission Co. 


Jan. 27 it was reported company plans issuance and sale 
of $20,000,000 of debentures in June and $25,000,000 of 
first mortgage pipe line bonds in July. Proceeds—For 
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new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Stone & Webster Securities Corp. and White, 
Weld & Co. (jointly). 


® Texas Eastern Transmission Corp. 


April 27 stockholders approved a proposal increasing 
the authorized common stock from 7,500,000 shares to 
10,000,000 shares (par $7). Underwriter—Dillon, Read 
& Co. Inc., New York. 


Toledo Edison Co. 


April 20 stockholders voted to increase the authorized 
cumulative preferred stock from 300,000 shares to 500,000 
shares. The company does not plan to do any financing at 
present. Underwriters—The First Boston Corp., New 
York, and Collin, Norton & Co., Toledo, Ohio. 


Trans-Canada Pipe Lines, Ltd. 

March 26 it was annouced that the cost of the building 
of the proposed cross-Canada gas pipeline would be ap- 
proximately $292,000,000, which would be financed 
through the issuance of about $36,500,000 each of com- 
mon steck and debentures and $219,000,000 of first mort- 
gage bonds. Underwriters—Lehman Brothers and Wood, 
Gundy & Co., Inc., both of New York. 


Transcontinental Gas Pipe Line Corp. 
March 16 it was reported company plans later this year 
to do some permanent financing to repay temporary 
bank loans necessary to pay for new construction esti- 
mated to cost about $11,000,000 for 1954. Underwriters— 
White, Weld & Co. and Stone & Webster Securities 
Corp., both of New York. 


Tri-Continental Corp. 

March 30 stockholders voted to reclassify 500,000 shares 
of presently authorized but unissued $6 cumulative pre- 
ferred stock, without par value, into 1,000,000 shares of a 
new class of preferred stock, $50 par value, making 
possible a refunding of the outstanding $6 preferred 
stock at an appropriate time, when conditions warrant. 
Underwriter—Union Securities Corp., New York. 


%* Vanadium Corp. of America 
April 20 it was reported company plans to issue and sell 
$5,000,000 of convertible debentures. Proceeds—To re- 
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pay bank loans and for working capital and expansion. 
Underwriter — Kidder, Peabody & Co. New York, 
Registration—Expected in near future. 


West Coast Telephone Co. 
April 13 stockholders voted to create an issue of 100,000 
shares of $1.28 cumulative preferred stock (par $25) 
Proceeds—To repay bank loans and for construction 
program. Underwriter—Blyth & Co., Inc., San Fran- 
cisco, Calif. 


West Coast Transmission Co. 

Oct. 14 1t was announced that company now plans 
issue $29,000,000 in 1-to-5'%-year serial notes; $71,000,00 
in 20-year, first mortgage bonds; and $24,440,000 in sub- 
ordinated long-term debentures and 4,100,000 shares @ 
common stock to be sold to the public. Proceeds— 
finance construction of a natural gas pipe line from th 
Canadian Peace River field to western Washington ané 
Oregon. Underwriter—Eastman, Dillon & Co., New York 


West Texas Utilities Co. 
March 8 it was announced company plans to refund i 
$5,500,000 bank loan in the Spring of 1955 through th 
issuance and sale of first mortgage bonds. Underwriter 
To be determined by competitive bidding. Probable bid 
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc. and 
Salomon Bros. & Hutzler (jointly); Merrill Lynch 
Pierce, Fenner & Beane; Equitable Securities Cerp. 
Glore, Forgan & Co.; Kuhn, Loeb & Co. and Lehmar 


Brothers (jointly); Kidder, Peabody & Co.; The F 
Boston Corp. 


Western Pacific RR. Co. 

March 10 company applied to the ICC for exemption 
from competitive bidding on its proposed $22,506,000 
debenture issue. The 30-year 5% income securities 
would bé@ offered in exchange for 225,000 of $100 p 
preferred stock, of the more than 300,000 shares out 
standing. The company plans to offer $100 of deben 
tures, one-fifth of a share of common, and an undeter 
mined cash payment for each share of preferred stock 
and then redeem the then remaining outstanding 83,21 
shares of preferred stock. 


Westpan Hydrocarbon Co. 
See Pioneer Natural Gas Co. above. 
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in most other nations. It shows 
no signs of slowing down and it 


technology in expanding our pro- 


modeled so as not to penalize the 


Recession to End Soon, but Full 
Recovery May Be Delayed 


marked an increase in consumers’ 
stocks of durable goods, a fairly 
long pause in spending may be 
necessary before the forces of re- 
covery can reassert themselves. 
Second, there is some fear that 
we have available today no great 
new expansionary force capable 
of quickly lifting business out of 
the current recession into another 
period of rapid expansion. With 
respect to the latter, it is true, of 
course, that some of the economic 
stimuli which supported the surge 
upward in business during the 
postwar years have pretty much 
worn themselves out. The big 
postwar backlogs of demand, the 
great deficiencies of supplies and 
the colossal deficits in plant ca- 
pacity accumulated during the 
war have, to be sure, now been 
filled. The post-Korean buildup 
in defense activity is behind us 
with the trend in government out- 
lays now down instead of up. And, 
finally, inflation is no longer with 
us aS a great stimulating force in 
the economy. But it does not nec- 
essarily follow that there is avail- 
able today no great force capable 
of giving the economy a push 
upward from recession. On the 
other hand, there are several ex- 
pansionary forces which could, if 
we but plan it that way, provide 
the basis for another great period 
of prosperity and expansion in 
our economy. 

First and foremost is tax reduc- 
tion without unbalancing the 
budget and deliberately designed 
to stimulate investment. If used 
wisely, tax reduction is by far 
the most potent stimulant in the 
whole arsenal of counterdepres- 
sion techniques. It would permit 
the people to spend some of their 
funds now taken by the tax col- 
lector. It would permit business 


to finance the continuation of its 
plant and equipment programs 
more largely and more soundly 
from retained earnings. And there 
is more than a possibility that a 
steady diet of tax reduction would 
sO stimulate business as to lift 


government revenues to a level 
where we would be able to make, 
in the course of time, a substantial 
reduction in our public debt. 

Second, is private investment of 
private savings. This country grew 
to greatness not because of Fed- 
eral Government expenditures of 
funds taken from the people ei- 
ther through high taxes or infla- 
tion but because of business em- 
ployment of privately saved funds 
in building new and improved 
capacity. We have for a long while 
been following tax and other poli- 
cies which represent a raw deal 
for the saver and for the investor 
as well. Now we are presented 
with an opportunity to remove the 
restraints and barriers on savings 
and investment and to adopt some 
powerful incentives to increase 
the volume of saving and to in- 
sure that such savings will help 
to expand our economy. 

Third, is sound money. Eco- 
nomic history is replete with ir- 
refutable evidence that industry 
and trade prosper in an atmos- 
phere of sound money and can 
be wrecked by unsound money. 
Therefore, we can be sure that a 
return to sound money, after a 
long period of experimentation 
with inflationary gadgets, defi- 
citeering and abnormally easy 
money, would give a powerful lift 
to our economy. This does not 
mean that growth in the money 
supply should be less than needed 
for the sound expansion of the 
economy. But it does mean that 
in any phase of readjustment we 
must avoid the temptation to cut 
taxes substantially before govern- 
ment outlays are reduced and 
that, while money should be kept 
moderately easy, it should not be 
so easy as to raise the spectre of 
inflation. 


Fourth, is population growth. 
Population growth is a powerful 
factor which is widening our mar- 
kets in the broadest sense, for a 
new and spectacular upsurge in 
population has been under way 
for some time in this country, and 


has confounded almost all of the 
population prophets. Population 
growth provides a solid base for 
optimism in long-range planning 
by business. It can support our 
economy during periods of tem- 
porary readjustment and recession. 
And it assures that the markets of 
the future will grow at such a 
rapid rate that, if our policies are 
right, we can look forward to a 
long period of sound economic 
expansion. 

Finally, is the technological rev- 
Olution. The finest educational 
system in the world has provided 
a wealth of talent to man our re- 
search laboratories which has 
made it possible for business to 
employ scientists with every pros- 
pect that they will, in time, invent 
new industries and new ways of 
cutting costs. The technological 
revolution in medicine provides 
assurance that population can and 
will grow faster than it has in the 
past and that worker efficiency 
can be increased materially. The 
technological revolution in agri- 
culture assures that we will be 
able to provide more and better 
foods and other raw materials for 
a rapidly growing population. The 
revolution in metallurgy leaves 
no reason for doubt that the basic 
raw materials for industrial prog- 
ress will be neither costly nor 
short in supply. And the techno- 
logical revolution in industrial 
processes means that real costs 
can be cut so that our markets 
can be wider and still more new 
industries will be developed to 
raise the standard of living of our 
people. 

The New Program 

Under the circumstances, it is 
of the highest importance that our 
new Administration has produced 
a most businesslike and states- 
manlike economic program. The 
new program provides for the sub- 
stitution of confidence for infla- 
tion as the great stimulative factor 
in our economy. It provides a 
new anti-depression program de- 
pending on the stimuli of tax re- 
duction and sound money instead 
of just “full employment through 
full inflation.” It has rededicated 
our government to the creation of 
a climate for free enterprise which 
will insure the full use of our new 


ductivity and our production. And 
the conservative climate now pre- 
vailing in both political parties 
gives every reason for optimism 
that, given time, the new eco- 
nomic program of our new Ad- 
ministration will be adopted as 
basic policy and carried to com- 
pletion. Therefore, it is possible 
now to predict that over the years 
ahead: 

(1) The government will gradu- 
ally get out of private business 
and the bureaucrats will get out 
of the hair of the businessman. 

(2) Taxes will be reduced 
that the people will be able to 
spend and invest more of their 
own money instead of having the 
government spend their money for 
them. - 

(3) The tax system will be re- 


SO 


Continued from page 7 


saver and the investor, and 

(4) Our money will be madéd 
sounder and stronger than it has 
been for many years. 

With such a prospect how ca 
anyone take a pessimistic view o 
the long range outlook? Even i 
the current recession were to las 
a bit longer and to be a bit deepe 
than hoped for, we have ever 
reason for confidence that thé 
economy will not nosedive int¢ 
ceep and prolonged deflation and 
that when the readjustment proc 
ess finally is completed, the coun 
try will emerge into still anothe 
period of great progress and rea 
prosperity. 

There isn’t anything wrong witl 
U. S. business that the Adminis 
tration’s new economic progra 
can’t cure. 


Some Aspects of the Business Situation 


with the increased schedule of 
automobile production may be 
straws in the wind. The cheap 
money policy and the reductions 
in taxes should prove-an effective 
stimulant to business. If there is 
need for more radical government 
measures, the Administration will 
undoubtedly put them into effect. 

The gradual transition from 
high war-time expenditures to 
lower government spending is be- 
ing accomplished in an orderly 
fashion and is proof of the under- 
lying stability of the economy. 
This stability is supported by a 
recent estimate of net corporate 
earnings for the current year 
amounting to about $18 billion, 
which is a reduction of only 10% 
from 1953. 

Any survey of our economy is 
naturally predicated on the as- 
sumption that the international 
situation will not deteriorate 
further. While we have reduced 
our overall expenditures for mili- 
tary and economic aid, we have 
increased our share of the finan- 
cial burden of the Indo-China war. 
The Administration’s foreign 
requests for next fiseal year total 
$3.5 billion. Of this the largest 
single item was $1.1 billion for 
the Indo-China war. 

The economic strength of 
free world has been growing, 
a worsening of 


aid 


the 
but 
the situation 1 


Indo-China or elsewhere coul 
upset calculations. This war i 
Southeast Asia, if lost, would hav 
attendant implications for Thai 
land, Burma, Indonesia, Japa 
and the Philippines. Nor shoul 
we forget such other trouble arez 
as Korea, Egypt, and the Middl 
East which might affect us ma 
terially. Overshadowing eve 
these critical situations is the de 
icate position of the Western Eu 
rope democracies, whose economi 
stability and political security a 
so essential to our own. We ca 
share the optimism of the Pres 
dent not only in the basic strengt 
of our economy but also in t 
confidence that our country wi 
undertake intelligently and cou 
ageously to solve these interna 
tional problems. 

In this country our recipe fe 
success is the combination of 
hard-working people and ab 
management and in the cooperé 
tion of these groups with gover 
ment, so that conditions will 6b 
favorable for an g¢xpanding eco 
omy. This means the expandi 
of capital investment. Continue 
investment is necessary to gi 
the working man more and bette 
tools, in order that he may 
come more efficient in producti 
and have greater leisure to enjo 
an increasing share in that pra 
duction. 
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Mounting evidence that the Ad- 
inistration is committed to an 
asy money policy for the long 
bok ahead does not appear to be 
arrying any great weight with 
arge investors who have funds to 
ut to work. 


At any rate in spite of multi- 
lying indications that low inter- 
st rates will prevail for a con- 
derable period, the bond market, 
otably the new issue end of the 
usiness, does not appear able to 
et off “dead-center.” 


That is apparent from the early 
eption accorded Common- 
@alth Edison Co.’s $50,000,000 of 
ew 30-year first mortgage bonds 
ping offered on a 2.98% yield 
asis. The issue is rated “Triple 
A” and was sold to a banking 
dicate at a price of 99.829 for 
3% coupon. 
Before bids were opened ideas 
the market place seemed to be 
at the issue could be sold readi- 
y on a 3% yield basis. Yet with 
e potential return only two basis 


points off that level, some institu- 
tional buyers and pension funds 
maintained their recent aloofness. 


This notwithstanding, the fact 
that one-third of the issue was 
spoken for on the initial reoffer- 
ing is far from unsatisfactory in 
view of the substantial size of the 
undertaking. 


Northern Illinois Gas 


With the stock market bouncing 
along around the highest levels in 
a quarter century new equity of- 
ferings appear, at the moment, to 
enjoy better reception than debt 
securities. 

An illustration was the response 
to yesterday’s offering of 400,000 
shares of common stock of North- 
ern Illinois Gas Co. priced at 15%4. 


The current operation is de- 
signed to establish a market for 
the shares of the new firm, set up 
through segregation of Common- 
wealth’s gas properties, so as to 
permit potential recipients of 
5,892,484 shares owned by Com- 
monwealth Edison Co. (which is 
destined to be distributed to the 
latter's holders) to decide whether 
they wish to take the stock or 
have it sold for them. 


Great Oaks, Little Acorns 

Not many years back pension 
funds were but a minor factor in 
the new issue market. But all that 
has changed and today these new 
and growing aggregations of in- 


vestment capital have become a 


major force in deciding the fate 


\of issues coming to market. 


SITUATION WANTED 





Marketing Student 


Graduating Columbia Graduate Busi- 
mess School June 1955 seeking sum- 
mer employment. Box R-429, Com- 
mercial & Financial Chronicle, 25 
Park Place, New York 7. 








MEETING NOTICES 


NORFOLK AND WESTERN 
RAILWAY COMPANY 
Roanoke, Virginia, April 5, 1954 
NOTICE OF ANNUAL MEETING 
OF STOCKHOLDERS 
The Annual Meeting of Stockholders of Nor- 
Dik and Western Railway Company will be 
, Pursuant to the By-law at the principal 
fice of the Company in Roanoke, Virginia, on | 
hursday, May 13, 1954, at 10 o'clock A. M., | 
elect three Directors for a term of thre 


1s. 
Stockhoiders of record at the close of busi- | 
ess Apri! ! 1954, will be entitled to vote 


r of the Board of Directors 
W. H. OGDEN, Secretary 








ie) ALLIS-CHALMERS 


——MFG. CO. 


If the terms offer the induce- 
ment sought by such buyers its 


DIVIDEND NOTICES 





AMERICAN GAS — 
AND ELECTRIC COMPANY 


aa 
Common Stock Dividend 


oA ‘esuie: quarterly dividend of | 
forty-one cents ($.41) per share on 
the Common capital stock of the Company | 
issued and outstanding in the hands cf the 
public has been declared payable June 
10, 1954, to the holders of record at the 
close of business May 10, 1954 


W. J. ROSE, Secretary 





April 28, 1954 











quick success is assured. But, if 
the opposite is true, then the 
sponsoring group finds it has a 
“worker” on its hands. The large 
insurance companies are, of 
course, still a major influence to 
be reckoned with. 


But the latter segment, due to 
its extensive activities in other 
fields of investment, is not quite 
the factor it was once. Large scale 
undertakings directly with corpo- 
rations, and its long-standing out- 
let, the real estate mortgage field 
give it much more elasticity than 
pension funds have yet developed. 


Facing the Situation 


With several more large reve- 
nue bond issues, to finance road- 
building, being readied for mar- 
ket, on top of the steady stream 
of municipal offerings in prospect, 
dealers have been moving to make , 
a dent in the substantial inven- | 


tories piled up on their shelves. | 


They have been cutting prices 
on the backed-up accumulation in 


_an effort to free up capital so as 


DIVIDEND NOTICES 














Of 


Se Bordens 


CANA SJ DIVIDEND No. 177 
¢ 


An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable June 1, 1954, 
to stockholders of record at the 
close of business May 7, 1954. 
E. L. NOETZEL ~ 
April 27, 1954 Treasurer 








to’ be able to participate in the 
business which is ahead. 


This shading of prices in the 
municipal field naturally has in- 
creased competition with the 
corporate bond end of the busi- 
ness. 


Directors Elected by 
Colgate-Palmolive 


JERSEY CITY, N. J.—The Col- 
gate-Palmolive Company at the 
company’s annual meeting re- 
elected 12 directors and elected 
three new directors to fill existing 
vacancies on the board. The new 
directors are: Frederic H. Brandi, 
President of Dillon, Read & Co., 
Inc., New York City, who is also 
a director of C. I. T. Financial 
Corp., Union Oil Co. of California, 
Interchemical Corp., and Robbins 


DIVIDEND NOTICES 


NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 








DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstand- 
ing Common Stock, payable on 
June 1, 1954, to stockholders of 
record on May 11, 1954. The 
transfer books will not close. 
THOS. A. CLARK 
April 22, 1954 Treasurer 




















| Burroughs 


218th CONSECUTIVE CASH 
DIVIDEND 

| A dividend of twenty-five cents ($0.25) 
|\a share has been declared upon the 
istock of Burroucus Corporation. 
payable July 20, 1954, to shareholders 


lof record at the close of business June 


18, 1954. 





AMERICAN & FOREIGN POWER 
COMPANY INC. 


Two Rector Street, New York 6, N. Y. 
COMMON STOCK DIVIDEND 
The Board of Directors of the Company, at a 
meeting held April 23, 1954, declared a divi 
dend of 15 cents per share on the Common 
Stock for payment June 10 1954 to the 


| stockholders of record May 10, 1954 


H. W. BALGOOYEN, 
Vice President and Secretary 
April 23, 1954 





Milwaukee, Wisconsin 
Notice of 
ANNUAL MEETING OF STOCKHOLDERS 
to be held May 5, 1954 


NOTICE IS HEREBY GIVEN, 
that the annual meeting of stock- 
holders of ALLIS-CHALMERS 
MANUFACTURING COMPANY, a 
Delaware corporation (hereinafter 
called the “Company”), will be 
held at the general offices of the 
Company, 1126 South 70th Street, 
West Allis, Wisconsin, on Wednes- 
day, May 5, 1954, at twelve o'clock 
noon (Central Standard Time). for 
the following purposes. or any 
thereof: 

1. To elect a Board of Directors; 

2. To consider and act upon a 

proposal, recommended by the 
Board of Directors, to amend 
Article 1V of the Certificate of 
Incorporation in the respects 
set forth in the Proxy State- 
ment; 

. To consider and transact any 
other business that may prop- 
er! come before the meeting 
or any adjournment thereof. 

Holders of common stock will be 
ertitied to vote on all matters to 
come before the meeting. Holders 
of preferred stock will be entitled 
to vote at the meeting. but only on 
the proposal, included in the pro- 
posed Amendment to Article IV of 
the Certificate of Incorporation, to 
increase the authorized number of 
share of $100.00 par alue pre 
ferred stock from 259,431 to 618,854 
shares 

The Board of Directors has fixed 
March 22. 1954 as the record date 
for the determination of the com- 
mon stockholders and the preferred 
aly kholders entitled to notice of 
anf’ to ite at the meeting or any 

adjournment thereof. 

By order of the Beard of Directora, 

Ww. E. HAWKINSON, 
Vice President and Secretary. 
—Pated: March.22, 1934. 
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111 Fifth Avenue (i New York 3, N.Y. 


195TH CoMMON DIVIDEND 
A regular dividend of Eighty-five Cents 
(85¢) per share has been declared upon the 
Common Stock of THe AMERICAN TOBACCO 
ComMPARNY, pas able in cash on June 1, 1954, 
to stockholders of record at the close of 
business May 10, 1954. Checks will be 
mailed 
Harry L. Hityarp, 7 rea 
1954 
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Ou irterly dividend No. 1353 of 
Seventy-five Cents (8.75) per 
share has been declared on 
the Common Stock of Allied 
Chemical & Dye Corporation, 
pavable June 10, 1954 to stock 
holders of record at the close 


of business May 14, 1951. 
Ww. C. KING, Secretar 
April 27, 1954. 











SHELDON F. Hatt. 
Detroit. Mich. Vice President 


| April 23, 1954 and Secretary | 


SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 61 


A dividend of 40 cents 
per share has been declared 
on the Common Stock of 
Southern Natural Gas Com- 
pany, payable June 12, 
1954 to stockholders of rec- 
ord at the close of business 
on June 1, 1954. A, 

: H.D. McHENRY, — 

Be" Vice President and Secretary 
Dated: April 24, 1954 
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EATON MANUFACTURING COMPANY 


Cleveland 10, Ohio 
DIVIDEND NO. 130 


The Board of Directors 

of Eaton Manufacturing 
Company has declared a dividend 
of Fifty Cents (50¢) per share on 
the common shares of the Com- 
pany, payable May 25, 1954, to 
shareholders of record at the close 
of business May 5, 1954. 


H. C. STUESSY, Secretary 
Declared on April 23, 1954 











Dennison 
MANUFACTURING COMPANY 
Framinghom, Mass. 


DIVIDEND NOTICES 
Debenture: The regular quarterly 


dividend of $2.00 per share on the 
Debenture Stock will be paid June 
3, 1954, to stockholders of record 


May 10, 1954. 
“A” Common and Voting Common: 


A quarterly dividend of 30 cents 
per share on the “‘A’’ Common and 
Voting Common Stocks will be paid 
June 3, 1954, to stockholders of 
record May 10, 1954 

R.N. Wallis, Treasurer 














Southern 
Railway 
Company 


DIVIDEND NOTICE 
New York, April 27, 1954. 


A dividend of sixty-two ond one-half 
cents (622¢) per shore on 2,596,400 
shares of Common Stock without par 
value of Southern Railway Company has 
today beer declared out of the surplus of 
net profits of the Company for the fiscal 
year ended December 31, 1953, poyable 
on June 15, 1954, to stockholders of record 
ot the close of business on May 14, 1954. 





J. J. MAHER, Secretary. 


————eE 
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Mills, Inc.; Herbert O. Peet, part- 
ner in H. O. Peet & Co., Kansas 
City stock brokers and investment 
bankers, and an officer and direc- 
tor of Peet Brothers Company at 
the time of its merger in 1926 with 
the Palmolive Co.; and H. W. Rey- 
nolds, General Counsel of Colgate- 
Palmolive since 1946 and a Vice- 
President since 1952. 


Central Republic Adds 


(Special to Tue Financia Curonicie) 


CHICAGO, Ill.—Joan L. Ben- 
zion has been added to the staff 
of Central Republic Company, 209 
South La Salle Street, members 
of the Midwest Stock Exchange. 


DIVIDEND NOTICES 
United States Pipe and Foundry Company 
Burlington, N. J., April 22, 1954 
The Board of Directors this day declared a 
quarterly dividend of seventy-five cents (75¢) 
per share on the outstanding Common Stock 
of this Cempany. payable June 18, 1954, 
to stockholders of record on May 28, 1954. 

The transfer books will remain open. 
UnNirep States Pire aND Founpry CoMPANY 
JOHN W. BRENNAN, Secretary & Treasurer 

















SOCONY-VACUUM 
OIL COMPANY 


INCORPORATED 


Dividend April 
No. 173 27, 1954 


The Board of Directors today 
declared a quarterly dividend of 
50¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable June 10, 1954, 
to stockholders of record at the 
close of business May 7, 1954. 


W. D. BickHaM, Secretary® 























THE TEXAS COMPANY 
207th 


Consecutive Dividend 


A regular quarterly dividend of 
seventy-five cents (75¢) per share 
on the Capital Stock of the Com- 
pany has been declared this day, 
payable on June 10, 1954, to 
stockholders of record at the close 
of business on May 7, 1954. 
The stock transfer books will re- 
main open. 
Rosert FisHer 
April 27, 1954 Treasurer 




















Unton CARBIDE 


AND CARBON CORPORATION 


UCC. 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable June 1, 
1954 to stockholders of record at 
the close of business May 3, 1954. 


KENNETH H. HANNAN, 


Secretary and Treasurer 











THE SOUTHERN COMPANY 


(INCORPORATED) 


The Board of Directors has de- 
clared a quarterly dividend of 
20 cents per share on the out- 
standing shares of commen 
stock of the Company, payable 
on June 5, 1954 to holders of 
record at the close of business 
on May 3, 1954. 


L. H. Jaecer, Treasurer 








THE SOUTHERN COMPANY SYSTEM 
Serving the Southeast through: 


AtasaMaA Power Company 
Georcia Power Company 
Gur Power Company 
Misstssirr1 Power Comrany 





Soutnern Services, Inc. 
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& Washington... 
ME. wscscnes And Yo 


WASHINGTON, D. C.—It is 
a pretty good bet that in due 
course some hefty attention is 
going to be paid to the role 
which T. Coleman Andrews 
played as the star curtain raiser 
on one of the two acts of the 
ever - billed Great Housing 
Scandal of 1954. 

At the moment the political 
wolves are preoccupied with 
tearing apart and making away 
with juicy political morsels 
from the body of the Federal 
Housing Administration. So for 
the present the apprenhensions 
about the conduct of the Com- 
missioner of Internal Revenue 
are confined to thoughtful peo- 
ple in the accounting and legal 
professions who practice in the 
tax fields. 


Mr. Andrews, however, might 
be reminded that when tossing 
bones to the wolves it is a good 
idea to take care that the pack 
does not turn upon the giver. 

There is a feeling among the 
Jearned in the tax law that Mr. 
Andrews, while he may not 
have stepped over the legal 
Jine, has at least breached an 
old and well-established tra- 
dition. It is a tradition that 
held reasonably firm even dur- 
ing the New, Fair, and/or Raw 
Deals. 

This tradition is that the in- 
formation which the Internal 
Revenue Service, nee Bureau 
of Internal Revenue, collects, is 
mone of the business of any 
other agency of government, 
the public, or the politicians, 
except under certain tightly- 
regulated circumstances. 


Tax System Is Based on 
Self-Assessment 


This tradition is founded upon 
the very practical fact that the 
individuals and businesses of the 
country assess themselves and 
determine their own tax lia- 
bility insofar as they can ac- 
curately so determine under the 
jaws. 


This remains true even 
though the citizen is compelled 
by law to reveal to the Internal 
Revenue Service every perti- 
ment fact which bears upon his 
tax liability. 

So herculean is the job of 
self-assessment, that the pres- 
ent income tax can be collected 
practicably only on that basis. 
If the Internal Revenooers had 
themselves to examine and-in- 
westigate the details of even 
20% of all tax returns, then the 
country would be more over- 
run with tax agents and 
snoopers than Ireland was with 
snakes before St. Patrick. 


Hence, the firm tradition of 
the secrecy of personal and cor- 
poration income tax data. No 
matter how illegal a man’s 
business is under laws other 
than those that apply to taxa- 
tion, the individual's enforced 
admission of his illegal business 
may not be revealed to any 
other Federal agency nor may 
be seen by any other than an 
Internal Revenue official. 

As a specific example, the 
Warcotics Bureau, like the In- 
ternal Revenue Service, is a 
part of the Treasury. Narcotics 
agents are on the hunt for dope 
peddlers, wholesale and retail. 
Even though the Narcotics Bu- 
reau is a part of the Treasury, 
mo narcotics agent is ever al- 
lowed to examine the income 
tax return of an individual who 
expressly admits he is a dope 
peddier and that his income 
from same is X dollars, when 


filing his Federal income tax 
return. So long as the dope 
peddler accurately lists his in- 
come tax data, he is immune 
from further molestation by 
government by reason of hav- 
ing made such an admission 
on his income tax. 


Promotes Tax Collection 


To an uninformed layman, 
that might not make sense. To 
an extravagant government, 
this makes the soundest kind of 
sense. 

This is because it promotes 
tax collection. Criminals, prof- 
iteers, Democrats and Republi- 
cans, reveal all on their income 
tax returns (or enhance the risk 
of discovery if they do not), 
secure that having done so their 
machinations will not be tipped 
off to the other police forces of 
government, Federal or state. 


Andrews Reveals Title VI 
Operator Profits 

In this case, however, the al- 
ledged scandals of builders or 
apartment house operators un- 
der Title VI stems directly and 
entirely from the initiative of 
T. Coleman Andrews, Com- 
missioner of Internal Revenue. 
Nobody in either Congress or 
the Administration suggested he 
run down this thing and re- 
veal a stink. Under the firm 
tradition of Internal Revenue 
he would have been entirely 
justified in refusing a sugges- 
tion of this nature, whether it 
came from Congress or the 
White House. 

The record in this case, how- 
ever, discloses that Mr. An- 
drews was not even asked. He 
thought it up all by himself. 

Thus on April 20 Senator 
Harry Byrd, the Chairman of 
the Joint Committee on Non- 
Essential Federal Expenditures, 
stated at the opening of the 
hearing that some time in May, 
1953, Heywood Bell of the staff 
of the committee “was informed 
by Mr. Andrews, Commissioner 
of Internal Revenue, that the 
records of the Internal Revenue 
Service indicated unconscion- 
able profits” by Title VI op- 
erators and “he inquired 
whether the Joint Committee,” 
etc., “was interested in infor- 
mation respecting these housing 
program windfalls.” 


Harry Byrd told the commit- 
tee, in effect, that he eagerly 
took the bait. Mr. Andrews 
himself confirmed that he had 
made the approach. 


Also on April 20, Albert M. 
Cole, Housing and Home Fi- 
nance Agency Administrator, 
testified in “open court” before 
the Senate Banking Committee 
that he was approached in his 
office on Aug. 6, 1953 (three 
months after Byrd got the 
scoop) by an attorney from the 
Internal Revenue Service. 


Study Was Thorough 


It was clear that Mr. Andrews 
had obviously poured’ over 
every income tax return in 
which there was Title VI busi- 
ness, for he came up with the 
most comprehensive and de- 
tailed report of exactly 1,149 
cases, complete with all the al- 
ledgedly gory details. It was not 
until the information was en- 
joyed by all that the White 
House, determining to capitalize 
upon same, made it legal under 
Sec. 55 of the Internal Revenue 
Code by issuing an Executive 
Order thereunder releasing se- 
cret information to the Banking 
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“Never sign a 20-year contract with this firm, Pet- 
tingill, unless you read all of the fine print!’’ 


Committee of the Senate. (Note, 
Senator Byrd, sometimes con- 
sidered more canny than Sena- 
tor Capehart, refused to re- 
ceive information identifiable 
by individual taxpayer of these 
windfall cases. Black paper 
was pasted over the names in 
the copies furnished the Vir- 
ginia Senator.) 


Pending in Court 


Another collateral angle of 
this maneuver was that it just 
could accidentally have had the 
effect of attempting to influ- 
ence the Tax Court. The tax is 
sue was whether these “wind- 
falls” were taxable to the pro- 
moters as ordinary income or 
as capital gains. IRS ruled they 
were ordinary income. In the 
Gross case the taxpayer ap- 
pealed the IRS ruling to the Tax 
Court Jan. 5, 1953. The case 
was (and is) still pending in 
that court when Mr. Andrews 
took action which had the ef- 
fect of inflaming Congress and 
public opinion against these 
taxpayers. 


Blasts Building Industry 


Persons who have examined 
the file allege that the average 
of windfall profits on about 1/6 
of Title VI projects was around 
6% above costs. This does not 
strike long students of easy 
money housing as remarkable, 
who are amazed that this un- 
abased invitation under the 


Title VI for builders to profit 
on guaranteed loans was not 
much more abused. 
Nevertheless, the 
investigation” has 


“reckless 
tarred all 


Title VI operators with igno- 
miny, probably has damaged 
the reputation of the building 
industry generally, and cer- 
tainly has cast suspicion upon 
any number of rudely cast out 
FHA officials, regardless of the 
degree of their culpability or 
negligence. 

In other words, as the build- 
ing industry probably would 
see it, Mr. Eisenhower does 
not carry for that industry 
the same compassion against 
innocent bystanding from Con- 
gressional investigations that it 
does for well-meaning if in- 
nocent dupes of the Commu- 
nist movement when investi- 
gated by other committees. 


What thoughtful tax men 
see as the danger of the able 
Mr Andrews’ zeal is that if this 
practice should carry forward 
in other fields, many taxpayers 
would rather risk prosecution 
for tax fraud than discovery 
and ignominy from the Internal 
Revenue Service. 

It might cut another way. It 
is possible that some years 
hence there might be a fic- 
titious “Hubert Alelaide,”’ a 
darling of the Americans for 
Democratic Action, who would 
come to occupy the White 
House, and who could appoint 
an ADA adherent as Commis- 
sioner of Internal Revenue. 

About that time “Hubert 
Adelaide” might get fed up 
with the obstruction of Harry 
Byrd to the “X” Deal of the 
new Administration. Perhaps 
the Commissioner of Internal 
Revenue could minutely ex- 
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amine the returns, say, of the 
five largest apple growers in 
Virginia. He might conclude 
as a result of this examination 
that there were glaring in- 
stances of under-assessment of 
personal income taxes by these 
apple growers, “and that at 
least one of them owes a mil- 
lion in back taxes for the past 
five years.” 


If this were fed to a Congres- 
sional investigation on the eve 
of a primary in which the ADA 
were contesting the power of, 
say, a Byrd political organiza- 
tion in Virginia, it could prove 
as useful as in the Great Hous- 
ing Scandal of 1954. 


[This column is intended to Te- 
flect the “behind the scene” inter- 
pretation from the nation’s Capitol 
and may or may not coincide with 
the “Chronicle’s” own views.] 


Connecticut to Offer | 
$100 Million Toll = 
Road Bonds on May (8 


The State of Connecticut Ex- 
pressway Bond Committee, head<- 
ed by Governor John Lodge and 
State Treasurer Joseph A. Ador- 
no, will offer at public sale at 11 
a.m. (DST) on May 11 an issue 
of $100,000,000 “Expressway Rev< 
enue and Motor Fuel Tax Bonds, 
Greenwich - Killingway Express- 
way, First Series.” Lehman Bros., 
New York City, are the State’s 
financial consultants for the proj- 
ect which will eventually entai} 
the issuance of $350,000,000 bonds, 
of which $48,000,000 will provide 
for a reserve fund and interest. 
The balance of the bonds will be 
sold from time to time over the 
next two or three years as addi- 
tional construction funds are 
needed. 











Business 
Man’s 


Bookshelf 


Case Against Secondary Boycotts, 
The—National Electrical Manu- 
facturers Association, 155 East 
44th Street, New York 17, N. Y. 
(paper). 


Institute of Life Insurance: Re- 
port of 15th Annual Meeting— 
Institute of Life Insurance, 488 
Madison Avenue, New York 22, 
N. Y. (paper). 




















President’s Program for a For- 
eign Economic Policy, The — 
United States Council of the 
International Chamber of Com- 
merce, Inc., 103 Park Avenue, 
New York 17, N. Y. (paper), 
50 cents. 





WE WILL BUY — 





Crosse & Blackwell 
Gorton Pew Fisheries 
Merrimac Hat 
Federal Coal 5s 1969 
Dennison Manufacturing 
Concord (N. H.) Natural Gas 
Rumford Printing 
United Cape Cod Cranberry 
Morgans Inc. (Units) 
American Piano 


Detroit & Mackinac Rwy. 


LERNER & CO. 


Investment Securities 
10 Post Office Square, Boston 9, Mass. 


Telephone Teletype 
HUbbard 2-1990 BS 69 











